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I. INTRODUCTION 


One measure of the financial resources of the consumer is his net worth, 
which reflects the net accumulation of capital over a period of years. 
The amount of capital owned at any time stems partly from savings made 
in earlier years and partly from capital transfers, the most important of which 
arise from inheritances. In the Savings Surveys of 1953 and 1954 data were 
collected which enable estimates of the net worth of income units! to be 
made.? An income unit’s net worth can be defined simply as the difference 
between its total assets and total liabilities. In practice the Surveys do not 
cover every type of asset or liability. With the unimportant exception of 
money owed by and to the income unit? the asset and liability items which 
were included in the Survey are indicated in Table I. 

Life, endowment and industrial insurances, which are taken out by about 
70 per cent of all sample income units, were omitted from the Survey 
definition of net worth because relatively few respondents know the cash 
value of the policies and because of other problems in insurance valuation ;* 


1 The income unit is defined as: single adult persons aged 18 or over, together with any 
children dependent upon them; and married couples with their children, if any. It is 
worth emphasising that the income unit, although sometimes equivalent to a family as 
generally understood, is often a much smaller unit. — : 

2 For a general account of net worth on the basis of the findings of the 1953 and 1954 
Savings Surveys, together with a detailed definition of net worth and of the relationship 
between savings and changes in net worth see: T. P. Hill, Incomes, Savings and Net 
Worth : The Savings Surveys of 1952-54. Buxterin, Vol. 17, No. 2, May 1955. 

3 See note 3 to Table I. ‘ : ; ; 

4 An exception is made for endowment policies taken out in conjunction with mortgages. 
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discounted expected benefits under pension and superannuation schemes 
were also omitted.’ Furniture and other household goods, jewellery, clothing, 
motor-cycles and bicycles were omitted because of the difficulty of estimating 
their market value. (However, hire purchase indebtedness incurred through 
the purchase of such articles is included in debt.) Finally, holdings of actual 
notes and coin were left out, since it is extremely difficult to collect informa- 
tion about such an item without the risk of antagonising respondents, 
especially when they have large holdings. The method of valuation employed 
was that of market valuation, 7.e. the respondent’s estimate of the amount 
of money which he could get by selling the asset in the open market. 

The liabilities covered are mortgage principal outstanding, overdrafts, 
hire purchase outstanding? and other money owed by the income unit, but 
not short term debts to retailers or others for supplies and services rendered. 

Some understatement of the assets covered in the Survey is certain. 
From data on liquid asset ownership, for instance, it is known that estimates 
derived from the Survey fall short of national aggregates. It should be 
emphasised that the exclusion of certain assets from the Survey definition 
of net worth, and the possible understatement of some of the particular assets 
included, must result in an underestimate of the personal capital of nearly all 
income units. 

The form of account which was used to calculate the net worth of each 
income unit is indicated in Table I. 

The 1953 Survey data on the distribution of total net worth and its 
components are analysed in this article according to various consumer 
characteristics, and thus we are examining an area of consumer finances 
about which very little is known. The information is presented mainly in 
terms of proportions or frequencies ; the reliability of such data is probably 
superior to that of estimates of aggregate amounts. There is reason to believe 
that the Survey data tend to underestimate the arithmetic means of such 
highly skewed distributions as liquid assets or stocks and shares, because 
of the difficulty in a sample of income units of getting adequate representation 
of the largest holdings. No attempt has been made to round or adjust in 
any way the mean amounts where they appear in the various tables presented. 
The figures are shown exactly as they emerged from the statistical processing. 

For reasons given elsewhere it is considered that in some respects the 
1954 Survey estimates of net worth and its components, and particularly 
the estimates of the mean amounts, as distinct from the distributions, are 
more reliable than those of the 1953 Survey used in this present article. 
Unfortunately no more detailed tabulations and analyses of the 1954 net 
worth data have as yet been completed than those already published.® 


1 Pure risk insurance, of course, should not be included in net worth. : 

2 The estimates of hire purchase outstanding, unlike mortgages, include the interest 
element, because of the impracticability of separating debt repayment from interest pay- 
ment for hire purchase. ; 

2 T. P. Hill, L. R. Klein, and K. H. Straw. The Savings Survey 1953: Response Rates 
and Reliability of Data. BuLietin, Vol. 17, No. 1, Feb. 1955. 

4 BuLveTIn, Vol. 17, No. 1, Feb. 1955. 7 

5T. P. Hill, Incomes, Savings and Net Worth: The Savings Surveys of 1952-54, 


Buttetin, Vol. 17, No. 2, May 1955. 
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II. Totar Ner WortH 
(1) Distribution of net worth 
In 1953 most income units in the sample owned assets in excess of their 
liabilities. Net worth was found to be negative (liabilities in excess of assets) 
in just over 12 per cent of all income units ; while for 22 per cent of the 
income units net worth was nothing'—Table II. ‘Fhe latter group is made 


TABLE II 
Total Net Worth 


Income Mean net worth | Proportion of total positive 
units for net worth net worth held within each 


Net worth group 


group (positive) net worth group 

(£) % 
Negative amount 5 —29.3 — 
Nil RE. athe : 0 0 
£149... f 16.7 0.4 
£50—99 ... 6.1 67.3 0.5 
£100—199 7.4 139.4 1.3 
£200—399 6.8 281.4 2.4 
£400—599 3.5 494.4 22 
£600—999 4.8 VEYA 4.7 
£1,000—1,999 7.7 1390.3 12.8 
£2,000—4,999 ... 7.0 3000.2 26.8 
£5,000 and over 2.9 13123.0 48.9 
N.A. moe sae 27 — — 
Total 803 700 


up of those with no assets or liabilities at all, and consists largely of single 
person income units aged 18-24, usually grown-up children at work but 
living at home with their parents. The mean net worth for all income units 
amounted to about £800 ; while the average net worth for those actually 
having some net worth was about £1,030. The average indebtedness of those 
income units with negative net worth was about £30. 

In Table II are also shown the mean net worth for each of the net worth 
groups, and the proportion of the total positive net worth held within each 
(positive) net worth group. About three-quarters of total positive net worth 
was held by the one-tenth of income units with net worth of £2,000 and over ; 
while at the very top of the net worth scale almost 50 per cent of positive 
net worth was held by 3 per cent of income units with net worth of £5,000 
and over. 

It is important for our present purposes to distinguish between primary 
and secondary income units. In the former case the head of the income unit 
is also the head of a household, while the head of a secondary income unit 
cannot by definition be the head of a household, and to be treated as a separate 


1 Because of the restricted definition of net worth used in the Survey, which covers 
practically all debt but not all assets, the figures are only partial estimates of personal 
capital. If value of insurance, furniture, household goods, clothing, etc., and currency 
holdings had been included in survey estimates, it seems unlikely that true net worth 
would have been negative in many income units. 
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income unit must have an income of at least £50 per annum. Much the most 
common type of secondary income unit consists of a grown-up child, working 
but living at home with his parents ; another much smaller group of secon- 
daries is made up of old people living with relatives. 

Net worth is generally much lower for secondary income units than 
for primaries, since working children living at home are normally only just 
at the beginning of their working lives and do not own large assets ;_ nor 
are they likely to have incurred large debts. The distribution of primary 
and secondary income units by net worth group can be seen in Table V. 

A close association emerges between net worth and the age of the head 
of the income unit—Table III.1. The mean net worth of those income units 


TABLE III 


Net Worth according to Age and Sex 
(percentages of income units) 


Age of head of income unit: Sex of head: 
Net worth grogp |_| 
18-24 25-34 35-44 45-54 55-64 65and| Male Female 

. over 


Negative amount 9.4 21.4 Lid 11.3 8.1 4.6 14.5 6.6 
Nilssieks «: = 52D: te 4.0) ae £3.02 218.9 & ATO oe 31-7 18.9 31.6 
£1—49... SIRT APL OGRE 1603 2 4-2 6377 B09 15.5 21.9 
£50—99 S:2e 7 41015 5.8 5.7 6.7 1.5 6.7 4.5 
£100—199 4.2 10.9 9.9 4.2 8.1 6.0 7.4 7.5 
£200—399 2:3 7.0 8.2 7.9 5.0 7.6 Leth 4.1 
£400—599__... 0.4 2.9 4.6 3.1 she} 4.9 3.9 2:2, 
£600—999__.... a Be | ond a7 | 6.5 6.3 3.4 4.9 4.7 
£1,000—1,999 0.4 4.5 7.8 10.2 46 11.4 8.1 4.3 
£2,000—4,999 0.1 2.0 SLy/ 9.8 13.9 9.3 7.1 6.7 
£5,000 and over — 0.9 3.0 3.6 4.6 4.4 31 2.4 
INDA.. (sss ree — 0.7 22 4.7 3.0 4.4 2.4 3.6 
Lotalie.2 wats zee 00 100 100 100 100 100 100 100 


Proportion of income 
unitsin each category| 10.7 18.0 20.3 17.9 13:2 19.9 73.8 26.2 


Mean net worth ({) ...| 38 321 Tb, hth RL WIS Tit hss 861 638 
Mean of those with net 
worth (£{) ... Set 66 376 876 71,415 1,490 1,726 | 1,062 933 


having some net worth rises through the age scale. As age increases the pro- 
portion of income units with net worth of over £1,000 also increases. Income 
units with a negative amount of net worth were most commonly found 
between the ages of 25 and 34; this presumably is closely associated with 
the setting up of independent households and the starting of families, when 
debts, particularly for house purchase and items bought on hire purchase, 
are often incurred. Thereafter there is a steady decline in the proportion 
of income units where net worth is negative. Some 42 per cent of the income 
units in the 18-24 age range had no assets or liabilities. 

1 For an account of the influence of the age factor on income, saving and asset ownership 


see: Harold Lydall, The Life Cycle in Income, Saving and Asset Ownership, Econometrica 
Vol. 23, No. 2, April 1955. , : 
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/\s age increases and the end of the life cycle is approached we find net 
worth very unevenly distributed. In almost 25 per cent of the income units 
in the sample in which the head was 65 years of age and over, net worth 
amounted to over £1,000 ; while nearly one-third of the income units in 
this age range had zero net worth. The dispersion in this highest age group 
arises because some people have had a low earning power during their working 
lives and little opportunity to accumulate wealth ; while others have had 
the opportunity over a long period to accumulate ; yet others will be in 
process of running down whatever wealth they possess. 

Income units with male heads have a higher average net worth than those 
with female heads (‘Table ITI) and a considerably higher proportion of income 
units with female heads had no assets or liabilities ; the latter arises partly 
because proportionately more income units with female heads than with 
male heads are secondaries. The higher proportion of income units with 
male heads in -vhich liabilities exceed assets—.e. where net worth is negative 
—occurs because males are heads of households much more often than females, 
and will thus have incurred debts for purchases of houses, motor cars and 
household equipment. 

An analysis of net worth by occupation of heads of income units, shown 
in Table IV, indicates that those income units in which the head was self- 
employed have much the highest average net worth—{4,60o—a figure 
between five and Six times the average net worth of all income units in the 


TABLE IV 
Net Worth and Occupation 
(percentages of income units) 


Occupation of head of income unit: 


Net worth Self- Clerical Un- Retired 
group employed Managers and sales  Shkilled skilled and un- 
occupied 
Negative 3.7 ny 9.8 17.5 20.9 5.0 
Nil ... SY 2.0 18.5 16.9 33.0 34.5 
£1—49 0.3 6.3 23.8 21.8 17:3 1235: 
£50—99 — 2h 12.0 7.5 7.8 1.6 
£100—199 ... 4.3 10.7 7-5 8.0 Wot! 6.2 
£200—399 ... 6.6 13.0 6.6 15 2.4 7.0 
£400—599 ... 2:3 5.8 4.1 3.9 1.2 Saf 
£600—999 ... Tee 10.1 4.3 5.9 1.6 3.8 
£1,000—1,99 12.2 14.5 4.4 6.7 4.5 8.0 
£2,000—4,999 16.7 19.4 thes! 3.3 2.0 10.2 
£5,000 and over 21.8 13.7 0.7 0.4 _ 3.7 
N.A. Se 21.1 view 1.0 0.8 2.3 3.9 
ee AE Sx | E Sue ee ey 
Total oo ae 100 100 100 100 100 100 
poe nce be 5s uaa : = 
Proportion of income! 
units in each occu- 
pation ... ane 4.4 7.3 13.9 34.7 17.0 22.8 
Mean net worth (£) 4,404 2,572 
DAcant op. Phase Veith 394 299 159 1,199 
net worth (£) ...| 4,573 2,623 484 360 227 1,829 


CONSUMERS’ NET WORTH 7 


sample. For the self-employed, a substantial investment is frequently 
necessary to engage in a business undertaking; also their savings tend to 
be greater than in other groups,! in part because there is an incentive to 
plough earnings back into the business, and in part because of the number 
with high incomes. The number of cases in this occupational group where 
net worth was negative or where there were no assets or liabilities was very 
small ; while in about 50 per cent of income units headed by a self-employed 
person net worth amounted to over {1,000 and in 22 per cent of the income 
units to over £5,000. It should be observed that in a little more than one- 
fifth of the income units where the head was self-employed net worth was 
not ascertained. ‘his was due almost invariably to the informant’s inability 
to state the value of the business. 

The average net worth of income units in which the head was in the 
managerial category was just over three times the average net worth of all 
income units. Once again, the proportion of income units where net worth 
was found to be negative or nil was very small, while in just under half the 
income units net worth amounted to over £1,000. 

The average net worth for the retired and unoccupied group was about 
£1,830, and was exceeded only by the self-employed and managerial income 
units. ‘he point made earlier in connection with the uneven distribution 
of net worth in the 65 and over age group is relevant. Over one-third of 
the income units in the retired and unoccupied category had no assets or 
liabilities in our net worth concept, while in some 22 per cent of units in 
which the head was retired or unoccupied net worth was over £1,000. 

The smallest average net worth was reported by wage-earners (skilled 
and unskilled workers), although this group has a mean gross income about 
as large as that of the average for all income units. Their smaller resources 
probably reflect in part the greater proportion of young consumers in this 
group. For instance, about one-third of the unskilled had no assets or 
liabilities, and a considerable proportion of these were single person income 
units consisting of grown-up children living at home with their parents. 
Also a disproportionately large part of the assets acquired by the skilled and 
unskilled workers are probably not included in the Survey definition of 
net worth, e.g. industrial assurance policies and household goods. 

Net worth is negative in a high proportion of income units with wage 
earners as the head. Part of the explanation for this appears to be that such 
income units have relatively larger amounts outstanding for mortgages and 
hire purchase—subjects to which we shall be giving more detailed attention 
at a later stage in the article. 

A close relationship exists between the housing status of the head of the 
income unit and net worth. The relevant data collected in the 1953 Survey 
are set out in Table V. House ownership represents a substantial proportion 
of total assets, and the average net worth for those income units owning 


1L. R. Klein: Patterns of Savings: The Gurveys of 1953 and 1954. Butzetin, Vol. 
17, No. 2, May 1955. 
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their own house without a mortgage—about 14 per cent of all primary 
sncome units—is about four times larger than the average for all income units; 
the net worth of nearly three-quarters of income units owning their own house 
was over £1,000. Mean net worth for income units owning their houses, 


TABLE V 


Net Worth and Housing Status 
(percentages of income units) 


Housing status of head of income unit: 
Owns Rents— All | Second- 
Owns with Rents— other Rents— pri- | ary in- 
Net worth group, out- mort- Council unfurn- furn- Rent mary come 
right gage house ished ished free MAGS units 

Negative —_— 0.7 21.9 18.2 13.4 11.2 13.6 8.2 
IN GUE or 0.7 0.7 PATS} 24.0 16.3 24.0 LTT 37.6 
£1—49... _ 0.7 26.0 20.1 16.3 10.8 £533 23.4 
£50—99 — _ 8.9 14 12.4 10.0 5.9 7.0 
£100—199 1:3 is Tk 9.2 20.6 A By 7.0 8.9 
£200—399 3.3 aa Sd 8.5 9.1 8.6 1s 4.3 
£400—599__... 4.0 9.9 2:2 2.8 1.0 8.6 405 ead 
£600—999_... 7.4 14.9 is 3:5 we 3.0 D:2 3.7 
£1,000—1,999 24.1 27.8 0.8 Pia 1.0 1.6 8.3 3.1 
£2,000—4,999 32.8 18.5 0.6 Zak: 2.9 Tape 8.6 1.4 
£5,000 & over 17.0 4.5 0.2 0.9 —_ 2 ano 0.7 
IN cAG rete: wee 9.5 9.6 0.7 1.3 — 2.6 35: — 
‘otal -.. -| 100 100 100 100 100 100 100 100 
Proportion of 

income units 

in each cate- 

gory Bon) vee ea 10.0 14.3 Sak i 3.4 77.3 Laas | 
ar net worth 

(Dies seals O90 1,778 97 258 256 1,977 
Mean of those e ate 

with net worth 

(Lo ives ---| 3,976 1,792 7130 339 306 2,607 7,194 336 


but having a mortgage—x13 per cent of all primary income units—was nearly 
£1,800, or more than twice the average net worth of all units. Very few of 
such income units had low levels of net worth, partly no doubt because of 
the value of the property, but it also indicates, among other things, that 
the value of the properties is very much above the mortgages outstanding. 

In general, net worth is much lower among income units renting their 
homes, particularly among council house tenants whose average net worth 
was £97. A much higher proportion of renters have low—or negative— 
amounts of net worth than owners, and relatively few renters have net worth 
of over £1,000. For instance, among those income units renting council 
houses one quarter had no assets or liabilities, and in over one-fifth liabilities 
exceeded assets, mainly because of hire-purchase debt. 

The small number of income units living in rent-free accommodation 
have a relatively large net worth—nearly £2,000. Net worth seems to be 
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more evenly distributed among this group, there being a much smaller 
concentration in net worth groups over £1,000 than in the case of owners, 
and a smaller proportion in low net worth groups than in the case of renters. 
When we examine the relationship between net worth and the number 
of persons in the income unit we find that mean net worth is substantially 
greater for the two person income unit, which amounted to 27 per cent of 
all income units in the sample, than in the other sizes—T able VI. These 


TaBLE VI 
Net Worth and Number of Persons in the Income Unit 


(percentages of income units) 


Number of persons in income unit: 


Net worth group 7 2 3 4 5 6 and 
; over 

Negative 6.0 8.3 14.8 24.4 25.8 37.7 
Nil 2 34.6 18.2 1253 10.5 13.0 25.9 
£1—49 19.1 11.7 202 15.6 23.6 17.0 
£50—99__... a 6.7 73 5.6 9.1 2.6 
£100—199 ... 8.2 8.2 6.7 8.8 0.8 2:2 
£200—399 ... 5.4 9.0 7.8 7.4 2.9 22 
£400—599 ... ARG# Spill 4.7 Seif 0.8 2.6 
£600—999 ... 4.7 5.4 6.0 3.9 ee — 
£1,000—1,999 5.0 10.4 ae 7A Toe) 2.6 
£2,000—4,999 5.3 9.8 7.3 7.7 3.9 22 
£5,000 and over 1.9 4.8 Ze, 2.1 3.4 2.0 
N.A. ie 2.6 2.6 2.1 3.0 4.2 3.0 
Total 100 100 100 100 100 100 
Proportion of income units in each 

size group te eat soe| ee OLe 27.0 iy 12.6 5.2 3.4 
Mean net worth (£) ae Aa ec pg 1,313 765 672 707 605 
Mean of those with net worth (£) ...| 790 7,604 872 750 812 817 


two person income units consist almost entirely of married couples, either 
childless or with no children living at home. The proportion of two person 
income units with negative net worth is relatively low, while nearly 30 per 
cent of such income units recorded net worth of over £1,000. 

Single person income units—some 36 per cent of all income units—have 
the lowest mean net worth, and this is further exemplified by the large 
proportion of single person income with no assets or liabilities. 

Excluding the single person income units, in general net worth tends to 
decline as the number of persons in the income unit rises ; and closely 
associated with this tendency, is a rise in the proportion of income units with 
a negative amount of net worth, and a decline in the proportion of income 
units with the largest amounts. 

It is doubtful if we can draw any firm conclusions from the slight differ- 
ences which have emerged in the distributions of net worth in the four regions 
and in the three town sizes differentiated in the Survey. Mean net worth is, 
however, substantially higher in the South and East of England, than else- 
where, and is lowest in the North of Engsand. The mean net worth for income 
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units in rural areas in much larger than for those in urban areas, reflecting 
the ownership of farms, farm buildings and equipment by a relatively small 
number of income units ; it would seem that net worth is probably more 
unequally distributed among rural income units than among those living in 
urban areas. 
(2) Net worth and gross income 

The mean net worth of all income units in the sample was a little less 
than double the mean annual gross income, 7.e. the accumulated capital of 
all income units, as defined in our Surveys, amounted to a little less than two 
years’ income. Some types of assets are more liquid than others, and when 
we say that an income unit’s net worth is equivalent to two years’ income. it 
does not mean necessarily that an income unit can cease to earn income for 
two years and live for that period on accumulated assets. For instance, to 
live on assets would require in many cases that a house be sold and rent paid 
for other accommodation. 


Diagram I. 
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The mean figures conceal great variation in this ratio at different levels 
of gross income, and from Diagram 1, on which are plotted Lorenz curves 
for net worth and gross income, it can be seen that net worth is much more 
unequally distributed than gross income. Given that incomes have been 
more unequally distributed between different income units in the past than 
they are to-day, and that higher proportions of these incomes have been used 
to accumulate assets at higher income levels than at lower, then clearly the 
cumulative effect is a greater inequality in the ownership of assets than in 
income. A further complication arises because some of the inequality in 
asset ownership arises not from income differentials but from the inheritance 
of wealth and from other capital transfers. Whether assets become more 
or less equally distributed between income units depends partly on changes 
in the rate at which capital is accumulated out of incomes, and partly upon 
changes in inheritance and other taxes. 

The variation in the relationship between net worth and gross income 
can be examined by various attributes such as age and occupation, housing 
status, geographical location and so on. The relevant data are indicated in 
Table VII. In the lowest income group ({0-99 per annum), which contained 
some 5 per cent of all income units, net worth amounted on average to nearly 
5 years’ gross income, and in the next highest group ({100-199) to about 
2% years’ gross income. Such relatively high net worth values at these low 
income levels reflect the position of some of the retired people aged over 
65, who have accumulated capital over a long period of years. As gross 
income rises so net worth falls to about the equivalent of one year’s gross 
income, and the Survey results indicate that income units with a gross income 
between £300 and {600 per annum—z.e. about 46 per cent of all income 
units in the sample—had on the average net worth equivalent to roughly 
one year’s gross income. 

As gross income rises above £600 per annum net worth increases rela- 
tively to annual gross income and the 1.4 per cent of sample income units 
with a gross income of over £1,500 per annum reported accumulated capital 
equal to nearly 6 years’ current income. 

The ratio of net worth to gross income shows wide fluctuations between 
the different occupational classifications distinguished in the Survey. At 
the top end of the scale the retired and unoccupied group, which constituted 
23 per cent of the income units in the sample, had built up reserves equal 
to over 6 years’ mean gross income ; the self-employed, much smaller in 
numbers, had net worth equal to just over 5 years’ current income. At the 
lower end of the net worth scale income units in which the head was a skilled 
manual worker had resources equal to about 74 months’ income ; and in 
those income units in which the head was an unskilled manual worker net 
worth amounted to only about 5 months’ current income. 

The accumulation of assets which accompanies increasing age is apparent 
from Table VII. In the units in the lowest age group, a large proportion of 
which, it will be remembered, are secondary income units, net worth was 
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TaBLeE VII. Relation of Net Worth to Income 


nnn 
Ee 


Proportion Mean Mean Net worth asa 
of income gross net proportion 
Type of income unit units income worth of mean 
gross income 
(%) ) ) (%) 
All income units 100.0 434 803 185 
Gross Income 
£0—99... 5.4 82 386 471 
£100—199 47:3 146 384 263 
£200—299 13.7 251 356 142 
£300—399 17.0 351 325 93 
£400—499 16.5 446 419 94 
£500—599 1232 545 563 103 
£600—699 7.8 645 876 136 
£700—799 2.9 742 1,372 185 
£800—999 : 3.9 870 2,144 246 
£1,000—1, 499 ZA 1 Re | 3,797 330 
£1,500—1,999 0.5 1,647 9,513 578 
£2,000 and over 0.9 3,629 27,130 582 
Occupation of head 
Self-employed : 4.4 844 4,404 522 
Managers and technical aes 977 2,572 263 
Clerical and sales 13.9 403 394 98 
Skilled manual 34.7 466 299 64 
Unskilled manual 17.0 Sve) 159 42 
Retired and unoccupied 22.8 195 7,199 615 
Age 
18—24... 10.7 269 38 14 
25—34... 18.0 482 327 67 
35—44... aoe wee ase wea 20.3 574 757 132 
45—54... aa a is ae 17.9 560 1,147 205 
55—64... wat 13.2 409 7,197 293 
65 and over 19.9 240 TAZE 491 
Sex 
Males ... a sis ae ae 73.8 512 861 168 
Females ae oe oon mers 26.2 214 638 298 
Region 
Scotland : 10.5 415 699 168 
N. of England — soe ate ee 26.4 412 597 145 
Midlands. and Wales cee ane 24.2 419 699 167 
S. and E. England 38.9 463 1,026 222 
Town Size 
Conurbations 36.0 445 589 132 
Other ufban 44.9 420 867 206 
Rural . 19.1 445 7,175 251 
Number of PeeGis in 1. vU. 
One PES 36.2 247 517 209 
Ne she 27.0 488 1,313 269 
ree asx. US a7 563 765 136 
Four 12.6 597 672 114 
Five nae Si2 583 707 121 
Six and over 3.4 596 605 102 
Housing Status 
Owns outright a Deed 617 3,890 
Owns with mortgage 10.0 631 1,778 282 
Rents—Council 14.3 456 "97 21 
Rents—unfurnished ... Si ieil 404 258 64 
Rents—furnished 1.4 547 256 47 
hae ees 3.4 466 1,977 424 
primaries ... ae Rie: 479 982 205 
Secondaries a 22.7 280 210 75 
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less than two months’ income, and for those income units in which the head 
was between 25 and 34 years of age net worth was equal to about 8 months’ 
current income. When we reach those income units in which the head was 
aged 65 years or over reserves were approximately equal to 5 years’ income. 
Income units with female heads had accumulated reserves amounting to 
3 years’ current income, whereas for units with male heads net worth was 
equal to only about 13 years’ income. 

The regional variation in mean net worth is also indicated in Table VII. 
Net worth is highest in the south and east of England—income units located 
there having accumulated, on the average, assets equal to about 2} years’ 
current income—and lowest in the north of England where average net worth 
was equal to about 18 months’ income. Income units in the rural areas had 
accumulated nearly twice the reserves of those living in conurbations, and 
their average net worth was equal to about 2} years’ current income. 

When the ratio between net worth and gross income is analysed on the 
basis of the number of persons in the income unit, the two person units, 
which formed a little more than one quarter of all income units in the sample 
and which, as observed earlier, consist largely of married couples without 
dependent children, emerge with the most favourable net worth position, 
having the equivalent of over 2} years’ current income. The largest income 
units—those containing 6 persons or more—although having the biggest 
mean gross income, have a low mean net worth, equivalent to about one year’s 
current income. 

In the last section of Table VII, in which the relationship between housing 
status, net worth and gross income is analysed, it should be borne in mind 
that, apart from the small number of income units owning a business, the 
value of property is the largest single component of assets ; in consequence 
we should expect the net worth of house owners to be much larger than that 
of renters. Thus we find that in the 14 per cent of primary units in which 
the head owned the house outright accumulated assets amounted to just 
over 6 years’ current income. In over half of the income units the accommo- 
dation was rented, and accumulated savings in these units amounted to 
only a few months’ current income. Those income units renting council 
houses, which formed some 14 per cent of all Survey income units, had a 
low mean net worth with the result that their resources were equal to only 
between two and three months’ current income. 

One further notable feature is the high mean net worth of income units 
living rent free. Their average net worth was equivalent to about 44 years 
income. Income units living rent free are not noticeably concentrated in 
particular occupations or levels of income. 

Before analysing in more detail the components of net worth a little can 
be said about two further concepts—the personal assets and the net worth 
of income units excluding the value of any businesses owned. Personal 
assets are defined as total assets minus the value of businesses, and personal 
net worth as total assets minus the value of businesses, minus total liabilities. 
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No really detailed analyses of these two items have been completed, but in 
Table VIII are indicated the mean values of personal assets for income units 
in various age, occupation and gross income groups. The mean net worth 
of income units (excluding the value of business) by gross income gro" = 1s 
also shown. 


TaBLeE VIII 
Personal Assets and Mean Net Worth of Income Units 
Mean Mean 
personal personal 
assets assets 
(£) (£) 
All income units ete SS 785 
Gross income of head Occupation of head 
£0—99 ... aah Bee wire 412 Self-employed — ere 1,195 
£100—1i99 Br ae are 403 Managers and technical a 2.905 
£200—299 se sa ea: 363 Clerical and sales <5 Arc 479 
£300—399 ee ade dais 332, Skilled manual ae ee 368 
G00 AAO, A eee 449 Unskilled manual... ... 169 
£500—599 tae iss an 621 Retired and unoccupied 55, 13155 
£600—699 ye oe Sig 957 
£700—799 As Ws eee 1,336 Age of head 
£800—999 oe ae Be 1,960 18—24 ... Ges abe ae 50 
£1,000—1,499 Les ae 4,043 25—34 ... ie es a 350 
£1,500—1,999 ee ae 6,623 35—+44 ... seh a ee 741 
£2,000 and over see sco 8 18°468 45—54 ... Sac Ane =e 1,165 
55— 64 ... xem sas = 1,048 
65 and over ... x4 ae 1,104 


Mean net worth of income units 
Mean net worth 


Gross income of head (excluding value of business) 
(& 
£0—99 dee ee ais une ie ae nae 385 
£100—199 ... =e ose ees ses Eee we 384 
£200—299 ... ane aes ahd es fd <a B37 
£300—399_... Ss eee sas sa a ae 2i3 
£400-2409 (er ye ae ee Saas ae 400 
£500—599_... sas on ae cao ane a 514 
£600—699... <- Se en Seis wis ess 832 
£700—799 ... a i ase eet bs aor 1,093 
LEON SROG0S deren Asad) eT a ae ic ee 1,677 
£1,000—1,499 ip ee Na ee ee 3,443 
£1,500—1,999 are wea wee - An wee 6,307 
£2,000 and over... ee sate sisi on ee: 17,395 


In the lowest income group differentiated in the Survey ({o-99) mean 
personal assets amounted to just over £400 ; from this figure the mean 
amount declines as we progress up the income scale until the mean annual 
gross income of the income unit reaches about £350. After that the mean 
value of personal assets rises continuously with income. Among the 0.9 
per cent of income units with an annual gross income of £2,000 and over, 
the mean figure of personal assets per income unit is about fifty times larger 
than the corresponding figure for units in the income group with the lowest 
personal assets. 
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‘The mean of personal assets is largest for those income units in which 
the head was classified as managerial or technical. Even without the value 
of their businesses the self-employed have quite substantial assets, but they 
amounted on the average to only about 4o per cent of those owned by the 
managerial and technical group, and to only slightly more than those of the 
retired and unoccupied.! 

The effect of excluding the value of business from the mean worth of 
income units can be seen broadly by comparing Table VIII with Table VII. 
There is little effect on the mean values at the lower end of the income scale, 
but as one moves upwards the effect in higher groups is more pronounced. 
That is to say, the value of the business component of net worth is propor- 
tionately greater among the higher income groups. 


III. Assets 


In this section it is proposed to analyse some of the components of net 
worth and their distribution. As already mentioned, information was col- 
lected in the Survey on six major types of assets—total liquid assets,? houses 
and total property, cars, stocks and shares, businesses, and money owed to 
the income unit. It is not proposed to discuss at length the distribution of 
individual as distinct from total liquid assets as these were covered in great 
detail on the basis of material collected in the 1952 Savings Survey.2 No 
detailed analyses of the value of business or of money owed to the income 
unit have been completed for 1953 ; in the latter case because the number 
of income units and the amounts involved are small, in the former because 
this item is restricted to a very narrow section of the sample income units. 


(1) Total liquid asset holdings 

We find that 33 per cent of all income units in the sample had no liquid 
assets as defined in the 1953 Survey*—Table IX. Altogether about 60 per 
cent of income units had less than £50 in the form of liquid assets. The 
average amount held by those with some liquid assets in the 1953 Survey 
was about £290—which is a decline of about £40 from the 1952 Survey results. 
This decline appears to stem mainly from the poor coverage of the upper 
income groups, in particular of the self-employed, in the 1953 Survey.® 

When income units are classified on the basis of their gross income we 
find that in no income group except the lowest—below £100 per annum— 
do less than half the income units own some liquid assets ; but the proportion 


1 The remarks made earlier in this article about the relatively poor coverage of the 
self-employed in the 1953 Survey are relevant here. It is quite likely that the situation 
described would have been different if the coverage of this group had been more satisfactory. 

2 For the components of total liquid assets see note 4 of Table I. 

3 See the article by H. F. Lydall in the Buttetin, Vol. 15, Nos. 6-7, June and July 
1953, now reprinted and published in: H.F. Lydall. British Incomes and Savings. Oxford 
University Institute of Statistics Monograph. Basil Blackwell, 1955. 

4 This proportion compares very closely with the 1952 Survey data, where the corres- 

ndi ercentage was 32. j 
a ren more Setailed account of the reliability of the liquid assets figures in the 1953 
Survey see BuLLETIN, Vol. 17, No. 1, pp. 116-120. 


THE BULLETIN 


16 


S8P 082 00T 6 ¢ 91 +1 +1 Ag ry Pa age JaA0 pue ¢Q 
Orr ole OOT ib ¢ €T ad aA TE 205 ee ee epoca 
Lip 982 OOT 9 9 8I 61 1Z 0€ a - a =) | pS —_cr 
v8 1 9E 1 0OT z Zz 21 LZ TE 9z mi eh "es ery Co 
SLL 98 00T T T 8 lz cE LZ ae: ee od oi enye——=Gr, 
L499 0¢ 00T T — Zz Al BE Ly Pee a eA eC OT 
peaH jo ay 
vor 992 OOT L + ST +1 cI cy ee petdnoooun pue poiz90y 
PEL 89 OOT Zz = ¢ ST cz os ae Ng [enuew peyrysuy, 
orl ZoL 00T Zz Zz II $Z 23 Lz ar Boe “* yenueUr pel[TysS 
LEZ SLL 00T I + IT +7 €€ Lz ee ge “““saT@S pure [OLIETD 
799 LE9 0OT CT ZI 92 LZ 91 ¥ ae [eormyo9} pue sioseueyy 
ELL 965 00T 91 ¢ 61 TZ OT €Z a ng **  pefojdute-zjag 
prey jo uopjedns99 
799'7 £05'7 00T gs €I +1 9 € 9 gk 125 *** I9AO pue 000‘ZF 
vs 687 0OT €T 8 LE Aa = OT aS ea “*  666'T—00S ‘TF 
878 06L 00T 1z 6 cE 92 + S “3 “2 *  66¢‘T—000‘TF 
eve zor 0OT 8 ZI +z TE 0z ¢ a pe pu ***666—0087 
ZLE 9£E OOT 8 + oI 8z €€ OT ae 2 oe **"66L—O0LF 
LSE 60€ OOT ¢ L 0z zz €€ €T fe ae ee *""669—0097 
L491 E71 OOT @ € ral 8Z 6z 92 se 23 ox "-666—00SF 
802 8S 0OT ¥ Zz TI +Z cE +Z ee Fi ge *"66b—0047 
L6L 601 00T € T OT LT +Z Sy a Bi ie **"66€—O00EF 
SLL 101 OOT Zz € L 61 Lz a ge e oo *"66Z— 0027 
vET LzL OOT € € OT CT €Z oF age “i "ag "661 —00TF 
v67 SEL O0T S c 6 OL ST €S a4 “a ‘i 66—0F 
sO IUy SSO1‘) 
062 v6L 0OT $ + ral Iz 92 €€ ze iss “*.  $yfun autosuy ITV 
i dd Se eenmenioniinn Te. EA NE ke SE 
(7) (F) 4300 PUD «666 66 661 
Sjasso 1010L 000‘!F -009F -00z¥ -0St 6P-1F tN qrun amoout fo adh I 
YUG9804) < “une_y, ° |— ee ae eee 
fo uvay syassv pinby 1040 


_—— 


(s}fan sutooul Jo sasezus010d) 
sdurpjoH yassy prnbry yvj0 7 
XI HIAVL 


17 


NET WORTH 


CONSUMERS’ 


627 L6L 
ELE 8lZ 
$97 99L 
LLé v02 
G67 L6L 
8&7 col 
GEE EC 
96 LV 
86L 821 
Ll CEL 
8472 06L 
Lev 90£ 
692 Z£GL 
76¢ Ll 
062 102 
(7) (F) 
$4985 
jum asoy, Una 


fo una 


‘SUIpUNoOI Jo esnedeq AT}OeXe ONT 0} sso1oe ppe jou Aeur sosezusoI10d oY} So[qe} IETIUIIS pue STU} UT : ALON 


OOT + Zz +1 61 6Z ze 
OOT ¢ + ral €Z CZ TE 
OOT € 4 ia 61 9z LE 
OOT ¢ € +1 02 $7 +e 
00T + S II +z €Z €€ 
OOT ¥ Zz OT Zz Te 43 
OOT ¥ 9 ral LT TE 0€ 
O0T T = ¢ OT €€ TS 
00T ad € 9 ST 6€ cE 
00T é Zz ZI 92 rE $Z 
OOT 4 € OT OZ €€ €Z 
OOT 8 + 8T 1Z 0z 62 
00T € + OT 61 €Z Tr 
0OT v + 6 6T +z Or 
OOT + € €T Zz LZ Te 

4000 PUD ~—s-« 6 66 66S 66L 
1910r 000'Lt -009F -00zF -OSF# G6r-lF TN 


syasso pinby 70j0 7 


eee eee aoe 


yeiny 
weqin 1910 

suorzyeqinuo,y 

azIg UMOL 


purlsuq }seq pue qyNoS 

*  SoTeAA PUL spUrIpI 

" purpsugq uIsyyION 

cee od pury}o9s 
uolsay 


9IOUL IO XIS 
ae ss eae ALT 
i se ee moq 
seq L 
ye ace Aes OM 
aus Ss sia 2uO 
suosied Jo saquinyn 


eyeure.y 
5e oe a aren 
peasy jo xas 


qiun amoour fo aA T 


16 THE BULLETIN 


owning increases from this minimum among the lower income groups to 
75-%5 per cent among those with incomes between £400 and £700, and to 
gO | v1 cent or more amongst those with incomes above £700. 

Amongst the occupational groups, the self-employed and managerial 
group have much the largest stocks of liquid resources ; 96 per cent of 
managers have some liquid funds, a proportion identical with that found in 
1952. Nearly three-quarters of the income units headed by a worker in the 
clerical and sales group or by a skilled manual worker held some liquid 
assets, but the mean amounts held were very much less than those held by 
managers or the self-employed. Only about one half of those income units 
in which the head was an unskilled manual worker had any liquid assets, 
the mean amount being smaller than that in any other occupational category. 
Among the retired and unoccupied some 45 per cent of income units had 
no liquid assets ; but among the remainder who possessed such assets the 
amounts were comparatively large. 

The analysis by age indicates that while the proportion of income units 
with liquid assets declines at both ends of the scale, their average holding 
increases throughout the scale. In those income units in which the head was 
within the age range 35-44 we find the highest proportion of income units 
with liquid assets ; moreover the findings of Lydall* on the basis of the 1952 
Survey that in general the rate of accumulation of liquid capital is especially 
rapid between the ages of 45 and 54, is further substantiated by the data 
from the 1953 Survey in Table IX. 

When the holdings of liquid assets are analysed by the number of persons 
in the income unit, we find that only about three out of five single persons 
have some liquid assets, while of the largest income units, z.e. those consisting 
of six or more people, only about a half have any liquid assets, and the amounts 
are very small. The two person income units, which as already observed 
consist largely of married couples without dependent children under 18, 
have much larger average amounts of liquid capital than any other size of 
income unit, while married couples with one, two or three children are much 
worse off from vhis point of view. 

The final sections of ‘Table IX provide an analysis by region and town 
size, but it is not considered to be as reliable an indication as that published 
earlier,? on the basis of the 1952 Survey ; the failure to cover upper income 
groups and farmers satisfactorily in 1953 appears to have brought about a 
downward bias in the figures for the south and east of England and rural 
areas. 


(2) Value of stocks and shares 

Since the 1953 Survey failed to secure an adequate representation of the 
higher income groups, the estimates derived from the Survey of the pro- 
portion of income units owning stocks and shares, and especially of those 
owning large amounts, are almost certainly too low. It is not possible to 


? BuLtetin, Vol. 15, Nos. 6 and 7 June and July 1953, p. 216. 
9 Op. cit. 
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assess with any precision the extent of the bias ; it does not seem likely, 
however, that the proportion of stock and share holders would be increased 
very much even if the sample were perfectly representative. 

Out of the whole population of income units in private households in 
Great Britain the 1953 Survey results indicate that some 4.1 per cent of 
income units own stocks and shares worth more than £100—T able X. The 
mean holding for all income units in the sample was about £190, but the 


TaBLE X 
Holdings of Stocks and Shares 


Proportion with Mean of those 
over £100 Mean with stocks and 
Type of income unit shares over £100 
(%) (£) (£) 
All Income Units Sos ae 4.1 188 4,436 
Gross Income 
£0—499 ... wet Ses oe 2.7 42 1,536 
£500—999 oe see Be 4.2 92 2,212 
£1,000—1,999 ... ae “ee 26.1 1,105 4,217 
£2,000 and over... PC Be. 60.4 11,531 19,077 
Occupation of Head 
Self-employed ... abs ae 6.0 143 2,372 
Managers and technical oa 17.8 842 4,665 
Clerical and sales ole ner 2.6 50 1,877 
Skilled manual ... Ps Se 0.9 4 419 
Unskilled manual ae 0.7 Z 312 
Retired and unoccupied 9.0 490 6,047 
Age of Head 
18—24 ... 0.1 _ 700 
25—34 ... ee 75 6,106 
3544... ioe sh : 3.5 100 2,896 
45—54 ... Sie naz a 4.4 398 8,666 
55—64 ... our oes noe 6.7 162 2,373 
65 and over 7.8 312 3,932 
on 
natn wee 4.6 169 3,701 
Northern England oe sits 3.2 80 2,514 
Midlands and Wales ... es 4.3 115 2,667 
S. and E. England sue Bais 4.8 314 6,550 
Town Size 
Conurbations a see 2.8 94 3,271 
Other urban ath wee Bs by, 150 2,851 
Rural ne Sae ees 4.4 450 10,254 
Liquid Assets 
si and under £100 7.0 15 1,030 
£100—999 ohn 200 ‘> 6.9 343 4,954 
£1,000—1,999 ... be: eit 34.9 1,337 3,837 
£2,000 and over eee ay 45.4 2,746 6,049 
Net Worth 
Up to £1,000 0.6 2 304 
£1,000—1,999 8.7 48 548 
£2,000—4,999 bre nae die ae gee 
ome eee 6.1 818 10,800 


ee 
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mean of those actually with some stocks and shares amounted to about 
£4,440. (It should be remembered that such figures as these are subject to 
very large errors.) A further analysis of this 4.1 per cent of income units, 
indicates that it is comprised of 1.5 per cent with stocks and shares valued at 
between {100 and £500; 1.0 per cent with between {500 and £2,000 ; 
and 1.6 per cent over £2,000. As can be seen from Table X, the proportion 
of income units who own stocks and shares begins to increase rapidly once 
we reach those whose incomes exceed {1,000 a year. Sixty per cent of the 
income units with a gross income of over £2,000 held stocks and shares. 
The ownership of such securities is closely associated with the size of liquid 
asset holdings and with total net worth. Broadly, as one rises up the liquid 
asset scale the proportion of income units owning some stocks and shares 
rises. Practically no stocks and shares are owned by income units whose 
net worth is between {o-g9— about 46 per cent of all income units in the 
sample—or by income units with negative net worth. At the top end of the 
net worth scale, some 60 per cent of the income units with a net worth of 
£5,000 and over owned stocks and shares of more than £100. Clearly from | 
Table X the net worth of the income unit has to reach about £2,000 before | 
really substantial amounts of stocks and shares are likely to be held. 

Amongst the occupational groups the findings of the 1953 Survey broadly 
substantiate those of 1952. Manual and clerical workers rarely own stocks 
and shares, but about 18 per cent of the managers have investments of this 
sort, while the retired and unoccupied and self-employed occupy an inter- 
mediate position. Although, as pointed out above, the sampling errors of 
the means in Table X are probably large, nevertheless the errors in the 
means are not likely to be so large as to nullify the evidence of substantial 
holdings of stocks and shares among a small proportion of the retired and 
unoccupied income units. As we have found with other assets, stocks and 
shares are held more frequently as the head of the income unit becomes 
older. The holding of such securities is negligible in those income units 
where the head is between 18 and 24 years of age, but about 8 per cént of 
income units with a head aged 65 and over own them. 

The proportion owning stocks and shares does not vary to any appreciable 
extent between the four regions differentiated in the Surveys. In both the 
1952 and 1953 Surveys the proportion has been a little lower in the north 
of England than elsewhere, and slightly higher in the south and east. How- 
ever, the mean figures in Table X seem to indicate quite clearly that much 
larger amounts of stocks and shares are held by income units in the south 
and east than elsewhere. 

One of the more noteworthy points of the analysis of stocks and shares 
is the large mean amounts held by income units in the rural areas. It is not 
possible to indicate from the data available which occupational groups in 
the rural areas own these large amounts. It has been observed earlier that 
the coverage of farmers in the 1953 Survey was unsatisfactory and it may well 
be that the explanation stems from wealthier retired people living in such 
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areas, and from income units in which the head was a manager and resided 
in the country. 


(3) Gross value of house 

‘The third component of net worth consists of the value of houses owned, 
either outright or with a mortgage—Table XI. This component constitutes 
much the largest part of net worth. We find that in the 1953 Survey just 
over one-fifth of all income units owned their own house ; and this propor- 
tion is almost identical with that found in the 1952 and 1954 Surveys. The 
mean value of the houses owned was just over £1,800.1 The most common 
valuation was between {£1,000 and £2,000. In only about a tenth of the cases 
was the value of the house estimated at more than £5,000. 

With the exception of the two gross income groups at the lower end of 
the income scale, the proportion of income units owning their own house 
increases fairly steadily with income. Above an income level of £800 a year 
well over one half of the income units owned their own houses, and above 
£2,000 a year 80 per cent of income units owned. The slight irregularity 
in the pattern in the low income groups is probably due to the retired and 
unoccupied, since many of them have relatively low incomes, but are living 
in houses purchased during their working years. Apart again from these 
two low income groups, Table XI indicates that the mean value of the houses 
of those actually owning rises steadily as income rises. 

‘The occupational analysis indicates that house ownership is more 
commonly found among the self-employed and managerial groups than in 
other occupational categories ; nearly half of them were found to own their 
own house at the time of the 1953 survey. Ownership was least common 
among the unskilled manual workers. The value of the house is fairly closely 
related to the occupation and income of the head of the income unit. For 
instance, the managers have the highest mean gross income and much the 
highest house valuations. One interesting point, however, seems to be that 
the mean value of the houses owned by skilled manual workers, despite 
their substantially higher average incomes, is smaller in relation to their 
incomes than in the case of the clerical and sales group. There does not 
appear to be any clear explanation for this. It may be due in part to the pro- 
blem of social status: it is also possible that the variability in earnings is 
greater among the skilled manual workers and hence the amount of mortgage 
repayments which they can be sure of making regularly is less. 

Broadly, the proportion of income units owning their own houses in- 
creases with age, as does the mean value of the houses owned. A much 
smaller proportion of income units in Scotland own their own houses than 
in England, where there is no really significant regional variation in the pro- 
portions owning. However, values are substantially higher in the south and 
east than elsewhere. : 

There is a marked inverted U-effect in the distribution when the pro- 

1 The subjective element entering into the property valuations should be remembered. 
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portion of income units owning is analysed by rateable value—larger pro- 
portions owning in the middle ranges of rateable value and smaller proportions 
at the lower and higher ranges. The very small proportions of income 
units owning with a rateable value of over {£120 probably arises 
from the inclusion of a few hotels and commercial boarding houses in 
which the head of the income unit interviewed is the manager and not the 
owner of the property. In the ranges of rateable value below £50 per annum 
the largest proportion of people owning is found within the rateable range 
{20-29 a year, where the value of the house owned is estimated at about 
£1,900. But the highest proportion of income units owning their own house 
is found in the rateable value range £50-59, where the estimated value of 
the house exceeds £3,000 in most cases. 


(4) Gross value of total property 

Respondents were asked in the 1953 Survey if they owned, in addition 
to an owner-occupied dwelling, any other house or property. The distribu- 
tion of ownership and mean values of total property, including owner- 
occupied houses, are given in Table XII. 

As can be seen from a comparison of Tables XI and XII ownership of 
houses constitutes much the largest element in property ownership. ‘The 
number of income units owning property of all types is increased by only 
about one percentage point when property other than owner-occupied houses 
is included. The inclusion of other property increases the mean for all 
income units by about £55 to £439. The mean value of owner-occupied 
houses is just over £1,800, while the corresponding mean value of total 
property for income units actually owning some property is £1,980. Thus, 
the distributions for total property are not very different from those for 
house-ownership. The income units which appear to own property other 
than their own houses are those with self-employed or managerial heads. 

The close agreement between the 1953 and 1954 Survey data on property 
ownership is worth noting.t_ The mean amounts of property owned per 
income unit (£439) happen to be identical in both Surveys, but the average 
value of total property for those income units actually owning some property 
was £1,910 in 1954 (about £70 less than the figure for 1953). In both Surveys 
about 33 per cent of all income units owned property worth more than £3,000. 


(5) Value of cars 

The other physical asset included in the Survey estimate of net worth, 
about which detailed analyses have been prepared, consists of motor-cars. 
The data are presented in Table XIII. Cars are owned by about g per cent 
of the income units, but their contribution to total net worth is small. The 


mean value per income unit was only £24 in 1953, but the mean value of cars 
in those income units actually owning was £268. 


Cars are owned by only a small proportion of income units with a gross 


1 For a more detailed account of this see BULLETIN, Vol. 17, No. 2, May 1955, p. 152. 
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income of less than £600 a year. Thereafter, the proportion owning increases 
rapidly, and we find that about 60 per cent of income units with an annual 
gross income in excess of £1,000 own one or more cars. As we should expect 
those income units in which the head is either self-employed or in the mana- 
gerial category most frequently own a car. Broadly, the older the head of 
the income unit the more likely he is to own a car. A higher proportion of 
income units in the south and east of England own cars than in other areas 
of Great Britain and the mean value of cars is also higher in this area than 
elsewhere. Finally, cars are}more frequently owned by income units in rural 
areas than in the urban areas. 


(6) Value of businesses owned 

It was observed at the beginning of this article that no detailed study had 
been carried out on the value of unincorporated businesses owned by income 
units. It is possible, however, to say a little about this component of net 
worth. The self-employed in 1953 were asked what they thought ‘ their 
business would fetch as a going concern, making allowances for money owed 
to the business and debts or mortgages owed by the business ’ including ‘ the 
value of any property belonging to the business ’. It will be appreciated that 
unincorporated businesses are a heterogeneous collection. Many awkward 
conceptual difficulties are involved in estimating their values, and at best 
many of the answers given could be no more than rough estimates, so that 
the answers need to be treated with great care. Only about 5 per cent of 
income units own a business, and within this 5 per cent the variation in 
values covers a tremendous range. The distribution is also highly skewed.1 
The average value of businesses owned was estimated to be about £2,750 
‘In 1953. It is reassuring that the corresponding estimate from the 1954 
Survey was £2,850. It will be seen from Table I that the mean value of 
business per income unit for the sample as a whole was £120 in 1953. It 
rose to £218 in 1954, but the increase was clearly not due to any large change 
in the Survey estimate of the average value of businesses, but to the increase 
in the proportion of self-employed in the 1954 sample. The proportion of 
self-employed was almost certainly under-estimated in 1953, and the 1954 
estimate of this component of net worth is very probably superior. 

The final type of asset—miscellaneous loans owed to income units— 
is insignificant and was not tabulated separately in 1953. In 1954 the mean 
for all income units amounted to only £7. 


(7) Summary of asset ownership 
In general, the ownership and value of the assets included in net worth 
seem to follow fairly standard patterns. They tend to increase with income 
and age, but to decline in the highest age group, as capital accumulated during 
the working years of life is run down. Ownership tends to be concentrated 
among the self-employed and managers, and it is in these two occupational 
? BuLLETIN, Vol. 17, No. 2, May 1955, p. 153. 
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groups that the highest values of the assets are found. Since such a large 
part of total assets consists of the value of property, assets tend to reach their 
maximum values among owner-occupiers. 

Income units in the south and east of England have larger amounts of 
capital than those in other parts of the country ; and, on the average, amounts 
are higher in rural areas than in urban areas. 

Finally, the ownership and value of assets is closely related to the number 
of persons in the income unit. In general, it is safe to assume that two person 
income units are married couples without dependent children under 18 
years of age, and that the larger income units are married couples with 
dependent children. Thus, the proportion of income units with capital 
assets, and the absolute amounts of these assets, are, with the exception of 
single person income units, inversely related to the number of persons in 
the unit, and, therefore, to the number of children. 


(8) The concentration of asset ownership 

As we have seen there is a great variation in the distribution and in the 
amounts of assets held by income units. Lorenz curves have been prepared 
for four of the assets discussed—stocks and shares, the value of car(s) owned, 
total property and total liquid assets—and are shown in Diagram II.1 The 
relative degree of concentration of the four assets emerges quite clearly. We 
think the relationship between the curves provides a fairly accurate picture ; 
but, as we have seen, the actual figures from which the points were plotted 
frequently relate to only very small numbers of sample income units, so that 
the sampling errors are probably large. In the assets separately distinguished 
in this paper stocks and shares are the most highly concentrated, since only 
about 4 per cent of income units in the 1953 Savings Survey” owned stocks 
and shares worth more than £100. The detailed analysis on which the 
Lorenz curve of stocks and shares is based indicates that 0.8 per cent of 
income units owned stocks and shares worth {£5,000 and over, and these 
units possessed 78 per cent of the total value of all stocks and shares owned 
by all income units. 

Ownership of motor-cars is slightly more dispersed since we have shown 
earlier that some g per cent of income units owned one or more cars. 1.3 
per cent of income units had cars valued at over £500 and they owned 38 
per cent of the total value of all cars. The most common valuation put by 
heads of income units on their cars was less than £200, and 3.3 per cent of 
sample income units owned cars in this range comprising 15.6 per cent of 
the total value of all cars. 

A little more than one fifth of income units owned property, and thus the 
ownership of property is not nearly so concentrated as the ownership either 

* A diagonal line joining the zero and opposite corners of the graph represents the line 
of perfect equality. The area to the right, between this diagonal and each curve, is a 
measure of the degree of inequality. : 


* As is pointed out later in this section the ownership of certain of the components of 
total liquid assets is even more highly concentrated than that of stocks and shares. 
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of cars or stocks and shares. About 1 per cent of income units possessed 
property valued at over £5,000 and they owned nearly 17 per cent of the 
total value of all property between them ; a further 8 per cent of income 
units with property valued at between £2,000 and {£5,000 owned about 
53 per cent of the value of all property. The most commonly occurring 
property values are between {£1,000 and £2,000, and just over one-fifth of 
the total value of property of all income units was owned by the 6.5 per 
cent of income units with property in this valuation range. Finally, we find 
some 6 per cent of income units, with property worth under £1,000, owning 
8 per cent of the total value of property. 

We have seen that about two-thirds of all income units hold some liquid 
assets and that about half of these hold less than £100. Some 4} per cent 
of income units with liquid assets of more than £1,000 owned 50 per cent 
of the total value of all liquid asset holdings, while 2 per cent of income units 
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with liquid assets of £2,000 and over owned 37 per cent of the total value 
of holdings. Thus we find that, although liquid assets are held by a much 
larger number of income units than other more illiquid forms of assets, a 
relatively small number of income units hold most of the total value of liquid 
assets. 

The degree of concentration of the components of total liquid assets varies 
a great deal. For instance, about one third of all income units reported that 
they had deposits in the Post Office Savings Bank ; just over one fifth of 
income units held National Savings Certificates. In contrast to these relatively 
widely held liquid assets, Defence Bonds were owned by only about 33 per 
cent of income units, and only 3 per cent held shares or deposits in building 
societies ; the mean amounts held of those two assets are much larger than 
those held in the Post Office Savings Bank and in National Savings Certi- 
ficates, and they tend to be much more heavily concentrated in the upper 
income groups.! 


IV. LIABILITIES 


(1) The distribution of total abilities 

We turn now to the liabilities side of the net worth account. We shall 
deal first of all with total liabilities, and then with its components. Much 
the largest share of total liabilities consists of mortgage debt outstanding on 
owner-occupied houses. In Table XIV are shown the distribution and mean 
amounts of liabilities in the income units in the 1953 sample Survey. We 
find that a little less than one third of all income units had liabilities of one 
type or another ; the mean amount per income unit for the sample as a whole 
was £96, but the mean amount of debt of those actually with some liabilities 
was about £310. 

In general, the proportion of income units with liabilities increases until 
income reaches about £1,000 a year ; thereafter, the proportion tends to 
fall. Further, the mean value of liabilities appears to rise fairly steadily with 
income, but the pattern for those actually with some liabilities is not so clear- 
cut ; in this case the mean at first tends to fall as we move up the income 
scale. The apparent regularity in the pattern is broken on all counts in the 
annual gross income group of £1,500-1,999. We have no really reliable 
evidence why this occurs, but it may well arise from the failure in the 1953 
Survey to obtain a satisfactory coverage of the higher income groups. 

‘The occupational analysis of total liabilities indicates that the proportion 
of income units having liabilities is highest among those in which the head 
was self-employed, managerial etc., or a skilled manual worker ; it is lowest 
in those income units where the head was retired and unoccupied. The mean 
amount of liabilities was found to be much higher among the managerial 
group than in any other. It is possible, however, that the relatively poor 


1 For a more detailed account of the components of total liquid assets on the basis of the 
1952 data see H. F. Lydall, Butretin, Vol. 15. Nos, 6 and 7, June and July 1953. 
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coverage of the self-employed in 1953 may have imparted a downward bias 
to their mean. Of the income units in which the head was a manager 18 per 
cent had liabilities totalling more than {£1,000o—a proportion more than 
double that found in the case of the self-employed—and the resultant mean 
among the managers actually having liabilities was over £1,000, more than 
three times the mean of those with liabilities in the sample as a whole. 


The proportion of income units having liabilities increases with age up 
to the point where the head’s age is about 45, and thereafter declines until 
among those aged 65 and over only about 12 per cent of income units have any 
debts. The mean amounts of the liabilities follow the same pattern, rising to 
about £380 for income units in the age range 35-44, and then declining. 


As we have seen maay income units do not have liabilities, and although 
certain interesting and apparently reasonable differences can be observed 
between the four geographical areas and three town sizes differentiated in 
the Survey, it should be emphasised that we are dealing with only a small 
number of income units and that the sampling errors will probably be large. 
The Survey data show that a substantially smaller proportion of income 
units in Scotland have liabilities than in England, but that the mean for those 
income units in Scotland actually with liabilities is nearly {100 more than 
elsewhere. As we have seen earlier the proportion of income units in Scotland 
living in owner-occupied houses is much less than in other areas, and the 
proportion with mortgage debt is smaller. A higher proportion of income 
units in northern England have outstanding liabilities than in the other 
areas differentiated in the Survey, but the mean amount for these income 
units was smaller. Income units in the rural areas do not have liabilities 
quite so frequently.as those in the urban areas ; and it is noticeable that 
the mean amounts of liabilities are substantially higher in other urban localities 
than in either conurbations or rural areas. 


The next section of Table XIV shows the distribution and mean amounts 
of liabilities for different sizes of income unit. Here we find a definite ten- 
dency for the proportion of income units with liabilities to rise as the 
number of persons per income unit rises. Thus, only 13 per cent of single 
person income units had liabilities, whereas about 50 per cent of income 
units consisting of four or more persons had some debt. Furthermore, in 
general average liabilities tend to increase with size of income unit but there 
is a fall when the largest size differentiated in the Survey—6 or more persons 
—is reached. There are relatively very few of these largest size income units 
with liabilities over £500, but quite a lot have small debts of less than £50. 
The result, of course, is a very substantial drop in average liabilities compared 
with the other size groups. 

In the final section of the table, liabilities are analysed by the housing 
status of the head of the income unit. As we ave pointed out much the mast 
important aspect of liabilities is their concentration on those income units 
purchasing a house with a mortgage. ‘The mean amount of liabilities of this 


34 THE BULLETIN 


TABLE XV 
Relationship between Personal Assets and Ltabilities 


Mean lia- Mean lia- 


bilities as Type of bilities as 
mene Ba percentage income unit percentage 
of mean of mean 
personal personal 
assets assets 
eee ee ee 
122 Occupation of Head 
cieas pan Self-employed os oe 15:5 

£0—L£99 3.6 Managers and technical ... 14.4 
£100—199 4.7 Clerical and sales... Seam Laat 
£200—299 dee Skilled manual soc ie «22.0 
£300—399 LS Unskilled manual .. 16.0 
£400—499 11.1 Retired and unoccupied 2.4 
£500—599 169 Age of Head 
£600—699 13.7 18—24 22.0 
£700—799__.... 17.4 25—34 30.6 
£800—999 _... 723 35—44 23.2 
£1,000—1,499 15.9 45—54 uN Le 
£1,500—1,999 12 55—64 5 8.1 
£2,000 and over 6.8 65 and over ... 2.1 


group (£767) is eight times the mean for the whole sample. More income 
units dwelling in rented council houses have liabilities than those living 
under any other conditions of tenure, but the mean amounts of liability per 
income unit renting Council houses are small—the debts, as we shall see in 
more detail later, being almost entirely for goods bought on hire purchase. 

Apart from secondary income units—i.e. those where the head of the 
income unit is not the head of a household—the smallest proportion of 
income units with liabilities occurs among those owning their houses out- 
right. But the mean of liabilities for such owner-occupiers actually with 
liabilities is high—almost {500 per income unit. A likely explanation for 
this large mean amount would appear to be that people raise money by means 
other than mortgages, say, from a bank, using their house as security. 


(2) Personal assets and liabilities 

As we saw earlier, we can take out the value of businesses from the assets 
side of the net worth account and arrive at a figure for personal assets. In 
Table XV we show the relationship between personal liabilities and personal 
assets—henceforward referred to as the debt ratio. Over all the income 
units in the sample the debt ratic was about one-eighth. 

The debt ratio is small at the lower end of the gross income scale ; it 
rises to reach a peak of about 17 per cent in the middle income ranges, and 
thereafter declines to about 7 per cent at income levels over £1,500 a year. 
Variations in the ratio between occupations are considerable. The figures 
in Table XV indicate that it is highest for income units in which the head 


1 The figure of 2 per cent of income units shown in Table XIV as owning with a mortgage, 
but with a nil amount of total liabilities, arises from a few cases of rather special arrange- 
ments for house purchase. For instance, there may be particular family arrangements 
whereby a son borrows a capital sum from his father, on which he pays interest each 


year, but never repays any capital. For simplicity in coding and tabulations such odd 
cases have been included with the ‘ owns with mortgage ’ group. 
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is a skilled manual worker, or in the clerical and sales group. It is very low 
for the retired and unoccupied, being closely related to the effect of age, as 
we shall see later. For the three other occupational classifications the debt 
ratio varies between 14 and 16 per cent. 

A clear pattern emerges when the ratio is analysed by age, and this again 
serves to emphasise the importance of the age factor in the analysis of the 
accumulation of capital and the amount of debt incurred by income units. 
We find that the ratio rises to a peak in the 25-34 age group, and thereafter 
declines to a very low proportion in income units in which the head was 
aged 65 or over. This pattern reflects the incurring of debt in the form of 
mortgages, hire purchase, and to some extent, bank overdrafts, by income 
units when new homes are started and families are being raised. After the 
initial capital items have been purchased, and, in the case of mortgages, as 
the amount outstanding declines as repayments are made, the amount of 
debt tends to fall, while the accumulation of capital proceeds. 


(3) Mortgage debt 

Much the most important component of the liabilities’ side of the net 
worth account consists of mortgage debt, most of which is in respect of owner- 
occupied houses. Out of a mean figure for total liabilities for all Survey 
income units of £96, £71 is accounted for by mortgage principal outstanding 
on owner-occupied houses. »Great care was taken at the editing stage to 
work out how much mortgage principal was outstanding at the time of the 
interview, but it may not always have been possible on the basis of the 
information given to achieve complete accuracy. Frequently, owner- 
occupiers take out an endowment policy in conjunction with a mortgage ; 
in this case payments on the policy are treated as if they were repayments of 
the mortgage principal borrowed, although in practice the principal is repaid 
in one lump sum when the policy reaches maturity. 

The distribution and mean amounts of mortgage principal outstanding 
on owner-occupied property are shown in Table XVI. For simplicity the 
information from the 1953 Survey was rounded down to the nearest £100, 
i.e. the last two digits were ignored, prior to punching and tabulating'— 
and it is not possible therefore, to distinguish for all types of income units 
shown in Table XVI between those for which there was no mortgage prin- 
cipal outstanding and those where it was less than {100 ; and for this 
reason the lowest interval shown in Table XVI is labelled ‘ nil and under 
£100’. A handcount of such cases shows that 0.6 per cent of all income 
units had an amount of mortgage principal outstanding between {1 and 
£99, the mean amount being £53. The process of rounding down to the lower 
limit of each class interval results in some downward bias in the mean amounts 
in Table XVI. The 1954 Survey data on mortgage debt outstanding com- 
pare very closely with those for 1953, although the small changes which 
» occurred between the two years would seem to be opposite to the known 
1 BuLLETIN, Vol. 17, No. 2, May 1955, p. 147 and note to Table I of this artick. 
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trend in population! The 1954 data indicate that 1.0 per cent of income 
units had mortgage principal outstanding less than £100. 

Thus, we find that about 10 per cent of income units in the sample had 
mortgage debt on owner-occupied houses, and the mean amount outstanding 
was roughly £750. The mean mortgage per income unit spread over all 
income units in the sample was £71 in 1953 and £66 in 1954. 

The proportion of income units where the house was being purchased 
by mortgage increases as the level of annual income increases to a maximum 
in the income range £1,000 to £1,500 a year, where about one-third of income 
units have mortgage debt ; thereafter this proportion decreases. Apart from 
an irregularity in the lowest income group, which is clearly due to fluctua- 
tions of sampling, the mean amount of outstanding principal also increases 
as annual gross income rises. . 

Income units in which the head was a manager show the highest proportion 
with mortgages—about 25 per cent. The mean amounts outstanding on the 
mortgages are also highest among this category. About one-fifth of the income 
units with self-employed heads have mortgages on their houses, but the mean 
amounts outstanding are substantially less than for managers. Only about 3 
income units in every hundred with an unskilled manual worker as head have 
mortgages. The analysis by age shows that the proportion of income units 
with mortgages rises up to the 35-44 group, and thereafter declines ; and the 
mean amounts outstanding follow the same general pattern. 

The outstanding feature of the regional analysis is the very small propor- 
tion of income units in Scotland with mortgages, which is clearly related 
to the small number of owner-occupiers noticed earlier. This small propor- 
tion, however, has relatively large amounts of mortgage principal outstanding. 
No particularly noticeable differences emerge when the data are analysed 
by town size. It appears that slightly fewer income units in rural areas have 
mortgages than in the towns, and that the largest sums outstanding for 
mortgages are in ‘ other urban ’ areas. 

Since mortgages on owner-occupied houses comprise the bulk ofall 
mortgages covered in the Survey, the distributions and mean amounts of 
total mortgage outstanding are little different from mortgages on owner- 
occupied houses shown in Table XVI, and they are therefore not shown 
separately. ‘The groups mainly affected by the inclusion of property other 
than owner-occupied dwellings appear to be the wealthier section of the 
community—the self-employed and managers—and those past middle age. 
The inclusion of property other than owner-occupied houses results in an 
increase of {£5 in the mean amount of mortgage outstanding for all income 
units, and the mean amount for those actually with mortgage debt of over’ 
£100 rises from about £750 to about £790. 

(4) Liabilities, mortgage debt and gross income 

The average amount of liabilities for all income units in the 1953 Survey 
came to just over one-fifth of the annual mean gross income of all income 

1 Op. cit. ’ 


a7 


NET WORTH 


CONSUMERS’ 


ESL 
£08 
LL9 


098 
L69 
Lg9 
906 


Loe 
ls 
86S 
906 
908 
OOL'! 


44 
L8S 
G19 
859 
9E7'L 
v06 


L207 
BLL L 
GLG‘L 
é16 
099 
LoL 
9L9 
8ES 
99S 
L9b 
Lhy 
00L'L 


CGL 

(F) 

4an0 pun 
00LF fo 
asnoy uo 
aan gjsou 
Yiu asoy 
fo uvayy 


vile 
vst 


Sv 
Olr 
GES 
OLE 
eGh 
LOL 
08 
Ov 
6? 
02 
SL 
82 


LL 
(7) 


Uva 


00T == (T'0) Zz Zz € £6 
oot (+0) (Z'0) € + + 68 
oot (+0) (0) € Zz ¥ 16 
OOT a (€'0) € € € 16 
oot  (¢€°0) (T'0) € € + 06 
oot  (€'0) = € € ¢ 68 
0OT == (T'0) T T (¢'0) 86 
OOT T oa = T € 66 
OOT a T % ‘Ss Zz 26 
00T = T ii ¢ 9 L8 
O0T = T 9 € 9 +8 
00T = — fc ¢ Z 06 
00T a = T — => 66 
00T T == T T € +6 
OOT = — = Z T L6 
OOT oom = a € ¢ 06 
OOT Ss — Z 4 $ 06 
OOT == T CT 9 € CL 
00T T T 9 L ¢ 08 
OOT ar L TT € T SL 
00T = € OT 8 € LL 
OOT = € 2 ¥ ¢ 99 
00T a= T €T 8 8 OL 
00T a= — 9 8 6 LL 
00T == = 9 € c 98 
OOT = — € ¥ 9 L8 
OOT == a T ¥ € 26 
0OT = = Z ¥ € 16 
Oot = — T = € 96 
OOT os — T T T 16 
OOT T = if == a 86 
oot (z’0) (€°0) Z € + 16 
‘VN “ano 000E 666 660 ooLF 
1970 L pun -ooolt  -00St -o0OlF sapun 


PUD 11N 


surpUnjsjno adnsjsom fo Junomp 


000‘¢F 


(sqrun emtoour so sa8ezueased) 


nee oe woe eee yeiny 
ueqin 19410 
suoljzeqinuo) 
: azIS UMOL 
pop pursuq yseq pue yyNOS 
SoTeM\ PUL SpUTPITY 
ou purlsuq wieyION 
Bi PUeT}IOIS 
uoIsey 
I9AO pue Cg 
+¥9—GS 
yS—Gr 
vy—SE 
VE—SZ 
vO— B81 
peay jo asy 
po petdnosoun pure pointe 
yenuew pelts, 
Re. aa “ penUeUt PazITAS 
a “Soles pue [eolte[D 
38 [eoruyos} pue sioseueyy 
poaAojdure-jjas 
peay jo uonednss9 
eee eee eee IdA0 pue 000‘zF 
 666'T—00S ‘TF 
“ 66b'T—000'TF 
q ""666—0087 
*"66L—O0LF 
oS "669—0097 
~ “""66b—00¢F 
"66€—00EF 
*"667—002F 
“2661-00 te, 
66—0F 
dUIODUT sso) 
s}Jun dU0dUT [IV 


jrun amoaur fo afX TZ 


SISNO FT pargns9Q-saumg uo surpunjsno ssvss0y “TAX ATAVL 


38 THE BULLETIN 


units—Table XVII. There are, of course, great variations in this ratio 
between different types of income units. For instance, on the average liabi- 
lities comprise a higher proportion of income at higher levels of income than 
at lower. The ratio of liabilities to mean gross income is highest among 
income units in which the head was a manager or self-employed and lowest 
where the head was an unskilled worker. The ratio at first rises with age, 
reaching its maximum in the 35-44 range, and thereafter declines. - 

No clear pattern emerges from the size analysis. ‘There is considerable 
evidence in Table XVII that liabilities increase in relation to annual income 
as the number of persons in the income unit increases ; but the ratio declines 
substantially in income units consisting of 6 or more persons. 

The analysis by housing status indicates clearly that it is those income 
units which own with a mortgage who have very large liabilities in relation 
to their annual incomes ; while those who rent have financial commitments 
small in relation to income. For instance, income units owning with a mort- 
gage have on the average total liabilities equivalent to about 15 months’ 
income ; whereas liabilities of those living in council houses are equivalent 
to only about one month’s income. The ratio for those income units owning 
their houses outright is much higher than for those who rent, but is relatively 
small when compared with those who have mortgage debt. 

In the second column of Table XVII we consider only those income units 
which actually had some liabilities—about one third of all income units— 
and a somewhat different picture emerges. In these cases on the average 
their liabilities came to about 56 per cent of their mean gross incomes, 2.e. 
their liabilities amounted to slightly more than six months’ income. We 
find that in several types of income unit liabilities amounted to about one 
year’s income ; of the retired and unoccupied the liabilities of those income 
units actually with liabilities amounted to one year’s income—a very 
different picture from that which emerged when all income units where the 
head was in this occupational category were considered ; this feature may 
also partly account for the high ratio between liabilities and gross income 
in the lowest income ranges. When we consider only those income units 
having liabilities, we also find that the ratio between their liabilities and their 
gross income rises up to the age range 55-64, whereas when we considered 
all income units we found that the ratio reached its maximum in the 35-44 
groups. 

The average annual gross income of those income units with liabilities 
is substantially higher than that of income units without liabilities, and this 
holds for all types of income units shown in Table XVII. The mean gross 
income of all income units in the 1953 Survey was £434 ; while the mean 
gross income of those units with some liabilities was £547. We have also 
seen earlier that the proportion of income units having liabilities, and the 
mean amounts of liabilities, increase with income. Thus, it appears that in 
the lower income ranges many income units either do not incur debt, or 
else incur only small amounts, because their incomes do not provide a suffi- 
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Liabilities and Gross Income 


Mean liabilities 
as percentage of 
mean gross income 


All income units 
Gross income 


£1,000—1, 499 
£1,500—1,999 
£2,000 and over 
Occupation of head 
Self-employed 


Managers and technical 


Clerical and sales 
Skilled manual 
Unskilled manual 


Retired and unoccupied 


Age of head 
18—24 
25—34 
35—44 
45—54 
55—64 ae 
65 and over 
Region 
Scotland 


Northern England e 


Midlands and Wales 
S. and E. England 
Town Size 
Conurbations 
Other urban 
Rural 
Number of persons 
One 
Ee WwOress. 
Three 
Four 
Five ... <s 
Six and over.. 
Housing status 
Owns outright 


Owns with mortgage 


Rents—Council 
Rents—unfurnished 
Rents—furnished 
Rent free ne 
Secondary I.U.s 
Liquid Assets 
INT. 
£1—49 
£50—99 
£100—199 
£200—399 
£400—599 
£600—799 
£800—999 
£1,000—1, 499 
£1,500—1,999 
£2,000 and over 


22 


18 
13 
10 
16 
il 
19 
20 
31 
39 
56 
29 
34 


PRR WW 


Mean liabilities of 
those with liabilities as 
percentage of their 
mean gross income 
56 


246 
114 
53 
60 
27 
40 
43 
67 
72 
123 
55 
82 


81 
101 
57 
38 
20 
99 


20 
45 
58 
62 
73 
54 


12 
55 
53 
55 


46 
67 
47 
51 
58 
67 
44 
75 
25 
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cient margin above current needs to service the debt. The ability to make 
larger repayments on debt accounts to a large extent for the greater frequency 
of debts as the amount of income increases.* é 

The mean gross income of those with liabilities rises fairly steadily with 
their liquid asset holdings ; but the pattern of the amounts of their liabilities 
and liquid assets is not so clearly defined. Those income units with liabilities, 
but with no liquid assets, had the lowest level of annual gross income and 
also the smallest amount of liabilities. The mean amount of liabilities tends 
to increase with liquid assets up to liquid asset levels of about {£600 ; then 
liabilities decline, but rise again at the highest levels of liquid asset holdings. 
In general, the relation between liabilities and assets seems to be explained 
in part by a fairly frequent resort to debt in order to acquire assets, and in 
part to a greater ability to borrow when acceptable security is available. 


TaBLE XVIII 
Mortgage Debt and Gross Income 


Mean amounts of mortgage outstanding of 


- Gross Income those with a morigage on own house as per- 
centage of mean gross income 
£0—99 aoe eee Bes oes aaa 2,073 
£100—199 ... Ach a de oes 306 
£200—299_... ee sis ids fe 186 
£300—399_... ae Jel AGE see 161 
£400—499_... = ae: Rak or 121 
£500—599 ... ai ant aoe 7 113 
£600—699_... a de aie Sec 115 
£700—799_... ee re &: es 89 
£800—999_... as Sei Ss 33 105 
£1,000—1,499 ex AS Rae ont 132 
£1,500—1,999 See a a ee 108 
£2,000 and over... ee Foe ae 56 


In Table XVIII is shown the relationship between gross income and the 
mean amount of mortgage outstanding of those income units actually with 
mortgage debt on their own home. Over all income units the mortgage 
outstanding was equivalent to about a year and three-quarters’ mean gross 
income. In the case of the lower income groups, it was equivalent on the 
average to more than two years’ income ; thereafter as income rises the 
ratio between gross income and mortgage debt falls until we reach those 
income units with an annual income of between £700 and £800. Above 
this income range there appears to be a tendency for the ratio to rise again, 
and then fall to a relatively low figure for incomes of over £2,000 a year. 
This tendency probably reflects the purchase of more expensive types of 
houses by the higher income groups, and the consequent larger amounts 
of mortgage debt outstanding in these cases, which has already been observed. 


* The same point has been made in the findings of the U.S. Survey of Consumer Finances. 


See, for instance Part V, page 79, of the 1950 Survey of Consumer Finances, issued by the 
Board of Governors of the Federal Reserve System, Washington. 
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(5) Mortgage debt and value of house 

Some Io per cent of the income units in the 1953 Survey were buying 
a house by means of a mortgage. In Table XIX we show the relationship 
between their valuations of their houses and the amounts of mortgage 
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TABLE XIX 
Mortgage Debt on Owner-occupied Houses and Value of Houses 


Mean amount of mortgage outstanding of those with mortgage debt of over £100 as 
percentage of the mean value of their houses 


All income units a ae 39.7 Age of Head 

Gross income 18—24 Tse) 
£0—99 Spa Re Ca 25—34 oe eae ea 
£100—199... ee 455 33:7 35—44 ome dis EOE 47.4 
£200—299_... ais = 30.5 45—54 Salk 
£300—399_... pas Xe 40.8 55—64 aee S16) 
£400—499_.... = .- 42.4 65 and over ... 19.6 
£500—599__.... es son 37.6 
£500—699) |... Bas Sic 39.3 Region 
£700—799_.... dee boca gas 0h 
£800—999 oe isd Bes 39.9 Scotland é 28 a 45.1 
£1,000—1.499 s sie 43.7 Northern England ... ope 41.3 
£1,500—1,999 ee ase 33.5 Midlands and Wales 35.0 
£2,000 and over A oe A402 South and East England 41.2 

Occupation of Head Town size 
Self-employed ms 2, “463 Conurbations... i aaa PEE) 
Managers and technical ... 41.6 Other urban ee vo 413 
Clerical and sales 30:2 Rural ... vee ase <a 53.4 
Skilled manual Be hoe 44.2 
Unskilled manual ... san 30.1 
Retired and unoccupied 29:5 


principal outstanding. The mean value of the houses of those with mortgage 
debt was £1,892, while the mean value of the house in the case of those 
owning outright was £1,718. Thus, those income units with a mortgage 
valued their houses on average at about £175 more than those owning out- 
right. These figures seem to accord well enough since the houses of those own- 
ing with a mortgage are likely to be newer properties than the houses of those 
owning outright. There may also be a psychological factor at work since it 
is possible that people who are paying off a mortgage on their house may well 
put a higher value on it than those who have paid off the mortgage and own 
outright. 

The mean amount of mortgage outstanding for those income units with 
a mortgage was £752, and was thus on average about 40 per cent of the mean 
value of the houses. No clear pattern emerges when the relationship is 
analysed by gross income groups, but there is perhaps a tendency for the 
mean amount outstanding to be a larger proportion of the value of the houses 
at high incomes than at lower incomes. 

As one would expect, the amount of mortgage outstanding is a smaller 
proportion of the value of the house for those income units where the head 
is retired and unoccupied than for any other occupational category. It is 
also a noticeably smaller proportion in the case of unskilled manual workers ; 
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the reason for this is not clear, but it may well arise from the difficulty of 
persons with relatively low incomes in raising large mortgages, or it may be 
due simply to a tendency to overvaluation of the houses. 

The ratio between the amount of mortgage outstanding and the value of 
the house is, of course, inversely related to the age of the head of the income 
unit; falling from nearly 75 per cent in the lowest age group to abuut 20 per 
cent in income units where the head was 65 and over. The ratio appears 
to he considerably lower in the Midlands and Wales than in other areas, and 
this may well reflect a proportionately greater rise in the value of the houses 
in the Midlands in recent years than in other areas. It is also noticeably 
smaller in conurbations, and this arises from a markedly lower mean amount 


of mortgage outstanding. 


(6) Hire purchase outstanding 

The second type of liability about which information was collected in 
the Survey was hire purchase outstanding ; and the results are tabulated 
in Table XX. Although on the average the amount of hire purchase debt 
per income unit is quite small (£6 in 1953 and £7 in 1954), it is the most 
commonly occurring form of debt. The proportion of income units actually 
having some hire purchase debt was 21 per cent in 1953 (it rose slightly to 
25 per cent in 1954), and the average amount owed by these income units 
was £27 (£28 in 1954). 

The proportion of income units with hire purchase debt rises as gross 
income increases and appears to reach a maximum of about one-third at 
income levels between £400 and £800. The mean amounts of debt, however, 
are highest at income levels above £600. 

Hire purchase debt is most commonly found in income units where the 
head is a manual worker—about 30 per cent of them have this form of debt 
—and least often where the head is retired and unoccupied. However, the 
mean amounts of debt outstanding, for those actually with hire purchase, 
are higher among the self-employed and managers than in the other .occupa- 
tional classifications. 

The age analysis shows that it is in the range 25-34 that the proportion 
of income units with hire purchase debt is at its maximum ; thereafter there 
is a fairly steady fall in the proportion as age increases. The mean amounts 
outstanding, however, continue to increase up to the age range 35-44, and 
thereafter decline. There is a very noticeable pattern in the age analysis of 
the frequency of hire purchase debts, and it seems quite clear that this form 
of debt is closely associated with the setting up of new households and the 
growth of families. 

The next section of Table XX analyses hire purchase debt in relation to 
liquid assets, and indicates clearly that this form of debt is most frequently 
found at low liquid asset levels below {100.1 


1 For a more detailed account of this point see L. R. Klein, Major Consumer Expendi- 
tures and Ownership of Durable Goods. BuLLEtIn, Vol. 17, No. r% Nov. 1955. ° 
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Income units renting their accommodation incur hire purchase debt 
more frequently than those with other types of housing status, and this is 
especially true of those renting council houses. One-third of the latter had 
hire purchase debts in 1953 ; moreover, the mean amount outstanding (£32) 
was the highest of all types of housing status, apart from those who owned 
their houses outright. 

As the number of persons per unit increases the proportion of income 
units with hire purchase debt rises. Thus only g per cent of single person 
income units had this form of debt, whereas 46 per cent of six person and 
over income units were using hire purchase. 

The analyses of hire purchase debt by region and size of town in the two 
sections at the bottom of Table XX do not show any major differences in the 
distributions or mean amounts between the regions or different town sizes. 
A somewhat smaller proportion of income units in Scotland appear to have 
this type of debt, and a slightly larger proportion in the north of England, 
while such commitments are not quite so commonly found in rural areas as 
in towns. 


(7) Hire purchase repayments 

The amounts of hire purchase repayments as distinct from amounts 
outstanding are not strictly relevant to a study of net worth, except in so far 
as they serve to indicate the time period of such debts ; and this section 
must be regarded as something of a digression. No analysis of annual hire 
purchase repayments has been done from the 1953 Survey. However, about 
one-fifth of the income units in the 1953 sample were re-interviewed approx- 
imately one year later in 1954, and data on hire purchase repayments have 
been taken off the re-interview schedules. Since this is new and topical 
material it is worth while to present it here. 

A word of warning should be given. Enough analysis of the re-interview 
sample has not yet been completed fully to indicate its reliability. There will 
be greater sampling errors in the re-interview information than in the data 
from the complete 1953 Survey ; this will be so especially where we refer 
to very small sectors of the population, for instance the number of income 
units in the higher income groups or those with large amounts of liquid 
assets, and it may well be that the re-interview sample is too small to provide 
a reasonable representation in such cases. 

The data on hire purchase repayments taken from these re-interviews 
ure given in Table XXI, together with the relationship between the mean 
amounts of annual repayment and the mean net income of the income units 
making these repayments. The mean amount of annual hire purchase 
repayments was £31 for those income units actually making such payments 
—some {4 more than the mean amount of hire purchase outstanding for 
income units with such debts at the time of the 1953 Survey (Table XX). 
The mean amount of hire purchase repayment was about 6 per cent of the 
estimated mean net incpme in 1953-54 ; but this ratio varies considerably 
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between income units of different types. The mean amount of annual repay- 
ments increases up to gross income levels of between £400 and £600, and 
the proportion of net income spent on hire purchase repayments also reaches 
its maximum within this range of gross income. Thereafter, the repayments 
appear to decline both absolutely and relatively to net income, until gross 
income reaches {1,500 a year. In the gross income group above {£1,500 a 


TABLE XXI 


Mean Amounts of Annual Hire Purchase Repayments and Net Income 
(Based on 1954 rve-interview sample) 


Mean amount Mean amount 
of annual Mean net of hire 
Type of income unit hive purchase income purchase repay- 
repayments 1953-54 ments as per- 
1953-54 centage of mean 
(£) (£) net income 
All income units ... sas Sc ee 31 516 6.0 
Gross income ; 
f0—99 ... ee he ais se — 81 
£100—199 sia ane eae no 8 153 4 
£200—299 aS one ae edi At 261 4.2 
£300—399 a se = wat 24 337 7.1 
£400—599 ie aoe sa vac 41 484 8.5 
£600—999 we eas a = 28 647 4.3 
£1,000—1,499 ... or wae ae 27 1,002 207 
£1,500—and over te a aoe 102 1,946 Sa2 
Occupation of Head 
Self-employed ... aes he ore 57 864 6.6 
Managers and technical Bs ae 19 769 2.5 
Clerical and sales “ae pet sas 39 464 84 
Skilled manual ... wes asi ane 37 533 6.9 
Unskilled manual =o see om 15 482 3.1 
Retired and unoccupied ae So 9 193 4.7 
Age of Head 
18—24 ... on cae ae = 158 435 36.3 
25—34 ... ae a aoc oe 37 518 Vel. 
35—44_ ... ams Ser gah oe 15 618 2.6 
45—54 ... ae es 508 ae 24 525 4.6 
55—64 ... ao sae ad “a 17 396 4.3 
65 and over ne aes aa aes 6 391 RO 
Liquid Assets 
Nil 5a sats ons sus aie 42 464 9. 
£149 ... se ae ssi ace 27 520 52 
£50—199... ie as see mee 27 565 4.8 
£200—599 7 sis t = 21 592 3.5 
£600—999 oF des ae ae 20 892 2:2 
Tike OOG ic ee eae oe 8 921 0.9 
£2,000 and over a er: 23 155 14.8 
oe Status 
wns outright ... abc oat = 24 
Owns with mortgage ... oe me 23 ac 3 
Rents—Council Pc eae. 18 522 3.4 
Rents—other unfurnished oe Ra 25 492 s 7 
Rents—furnished ... sss 33 853 3. 
Rent free a6, La ee 17 592 29 
Secondary income units ie ach 100 520 ion 
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year the mean amount of annual repayments on hire purchase was over three 
times the mean for the whole sample, and these repayments amounted to a 
little over 5 per cent of the mean net income. It is worth emphasising here 
that the sampling error in this group is probably fairly large ; on the other 
hand one obtains some confidence that the findings are not too far out by 
looking at Table XX, which shows that the mean amount of hire purchase 
outstanding of those with hire purchase in the gross income group £2,000 
and over in the main 1953 sample—{162—is larger than the mean amount 
of annual repayments for the income group £1,500 and over in Table XXI. 

Annual hire purchase repayments are highest among the self-employed 
and lowest among the retired and unoccupied and unskilled workers. Rela- 
tively to mean net income, however, those income units in which the head 
is in the clerical and sales group or is a skilled manual worker have the largest 
hire purchase repayments. 

The re-interview data indicate that, if we exclude the lowest age group, 
amounts of annual repayment of hire purchase debt are highest among those 
in the 25-34 age group ; and in this group also the repayments form a higher 
proportion of mean net income than in any other. This would seem to provide 
further evidence for the point made earlier that hire purchase is most common- 
ly found among income units in this group and is associated with the setting 
up of new homes. The very large amount of repayments, together with the 
high ratio between repayments and net income in the lowest age group arises 
from sampling fluctuations.* 

When annual hire purchase repayments are analysed by liquid assets much 
the same pattern emerges as was found for hire purchase outstanding—the 
mean amounts of repayment tend to be higher, and constitute a larger pro- 
portion of mean net income, at low liquid asset levels than at higher levels. 
The low mean net income and the high ratio between income and hire pur- 
chase repayments in the highest liquid asset group can be ascribed to 
sampling fluctuations. 

The final section of Table XXI shows hire purchase repayments by the 
housing status of the income unit. Apart from secondaries, we find that the 
mean annual amounts of repayments are highest among those who are 
renting furnished or unfurnished accommodation, and lowest among those 
living rent free or renting council houses. The highest ratio between repay- 
ments and mean net income is found among those owning their houses 
outright. Such units in the re-interview sample had a lower mean net income 
than any other housing status group. We found in the 1953 Survey analysis 
of hire purchase outstanding that only a small proportion df outright owners 

1 Many of the income units in this age range are secondaries and the mean amounts of 
repayments of secondaries are high (Table XXI). The number of secondaries in the re- 
interview sample is quite small, and probably they do not form a fair representation. The 
large figures arise from income units in which the head was a skilled manual worker or in 
the clerical and sales group, and in all cases the hire purchase repayments are in respect of 
motor cars, and the mean amounts being repaid amount to a very large proportion of the 


mean annual income. This would seem quite a feasible situation in a secondary income unit 
which so often consists of a working child living at home with his parents. 
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have hire purchase debt ; that the average amount outstanding is relatively 
small, but that the mean amount of those actually with some hire purchase 
debt is large. The conclusion seems to be that among those owning their 
houses outright it is those with relatively low incomes who have large amounts 
of hire purchase outstanding ; and who are making large repayments. 

The data from the re-interview sample indicate that those units making 
hire purchase repayments have a higher mean net income than those with 
no hire purchase debt.2 The mean net income of all income units was £392 
in the 1953 Survey ; £437 in the 1954 re-interview sample, and £516 for 
those actually with hire purchase repayments in the re-interview sample. 
This higher level of net income for those making repayments is found for 
almost all the types of income unit shown in Table XXI. 

On the average, hire purchase debt seems to be repaid by income units 
in just over one year ; but some fairly clear exceptions to this average figure 
are provided by income units in which the head was a manager and by those 
living in council houses. In these cases the period of repayment seems to 
be nearer two years than one year. On the other hand those renting furnished 
accommodation and those income units in which the head was in the clerical 
and sales group or was a skilled manual worker seem to pay off the debt in 
a somewhat shorter period. 


(8) Bank overdrafts 

Our last component on the liabilities side of the net worth account 
consists of overdrafts (Table XXII). Less than one per cent of all income 
units in the sample had an overdraft, and thus the sampling errors of the 
items, and especially of the mean amounts in Table XXII, will probably 
be very large. The average amount of overdraft for all income units in the 
sample was about £6. It can be seen from the first column of Table XXII 
that income units with overdrafts are mostly found in income groups over 
£1,000 a year. The self-employed and managers have overdrafts more 
frequently than persons in other occupations, and the commonest age range 
in which overdrafts are found is where the head of the income unit is between 
35 and 54 years of age. 

It is of more interest to confine the analysis to those income units having 
a bank account. We find that some 18 per cent of sample income units actually 
had a bank account, and that 4.4 per cent of those with bank accounts had 
overdrafts, the mean amount of their overdrafts being about £770. Since 
this mean is based on a very small number of cases the warning at the begin- 
ning of this section must be remembered. This figure is very tentative, but 
this is what emerged from the statistical processing and we present it for 
what it is worth. In general, the proportion of income units having bank 


accounts, the proportion of those with overdrafts and the mean amounts of 
these overdrafts, all rise with income. 


* This point has been observed elsewhere. See L. R. Klein, Patterns of. Savi 
Surveys of 1953 and 1954. BuLuetin, Vol. 17, No. 2, May, 1955. SGh SAREE aA 


ay 
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TABLE XXII 
Overdrafts 
Percentage 
Percentage Mean Percentage | of those Mean 
: ? of income | amount of || with Bank | with Bank | of those 
Type of income unit units with | overdraft Account | accounts | with over- 
overdraft having draft 
(£) overdrafts (£) 
All income units ke ssn 0.8 6 18.1 3 4.4 766 
Gross income 
£0—499__... 0.3 1 11.4 2.6 342 
£500—999 ... sig ses 1.0 3 27.8 3.5 363 
£1,000—1,999 ae 3: 6.3 76 77.6 8.1 7,208 
£2,000 and over ... ae 16.4 256 79.1 20.8 ipoos 
Occupation of Head 
Self-employed : se 5.7 57 41.7 13.7 7,059 
Managers and technical ... 3.4 37 70.5 4.8 898 
Clerical and sales ... 0.6 5 20.6 2.9 778 
Skilled manual 0.5 7 10.1 5.0 237 
Unskilled manual ... see _— - 6.0 — — 
Retired and unoccupied ... 0.5 7 16.5 3.0 276 
Age of Head 
18—24 so o> — 3.0 — == 
25—34 0.2 3 ile 
35—44 1.6 19 |\$- 18:9 48 {| "672 
45—54 12 17 »: 961 
b> ae 8 6 (|. 223 45 {| 970 
65 and over 0.5 3 18.1 2.8 480 


Bank accounts are much more frequent among managers than any other 
occupational category. Over two-thirds of the income units where the head 
was a manager had bank accounts and of these a little over 5 per cent had 
an overdraft, their average overdraft being nearly £900. The self-employed 
appear to have personal bank accounts less frequently than the managers, 
but they have overdrafts about three times as often and their overdrafts are 
larger in amount. In interpreting the figures for the self-employed the reader 
must bear in mind the fact that accounts which were maintained either wholly 
or partially for business purposes are not included in the personal assets of 
the self-employed. Bank accounts are much less frequent among manual 
workers than those in other occupations. Only about one-fifth of income 
units in which the head was in the clerical and sales classification had bank 
accounts, and only 3 per cent of these had an overdraft ; the amount of 
overdraft in these cases, however, was relatively large. 


(9) Summary of liabilities 

A fairly clear pattern emerges from the analysis of the liabilities of income 
units. As we have seen mortgage debt on owner-occupied houses forms 
much the largest proportion of total debt, and results in a very heavy con- 
centration of debt in those income units purchasing their houses with a mort- 
gage. Thus, about 80 per cent of the total amount of liabilities of all income 
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units  -oncentrated in the 10 per cent with a mortgage—Table XXIII. 
A further 11 per cent of total debt is found in income units who own their 
houses outright : and thus we can say that about four-fifths of income units 
not owning their own houses, are responsible for only about 10 per cent of 
total liabilities. 

Furthermore, liabilities are heavily concentrated in income units in which 
the head was either self-employed or in the managerial group ; the 12 per 


TaBLeE XXIII ; 
The Distribution of the Total Amount of Liabilities 


Percentage Percentage Percentage 


Five 
Six and over 


Housing status 
Owns outright 
Owns with mortgage 
Rents—Council 
Rents—other unfurnished 


Type of income unit of income with of total 
units liabilities liabilities 
All income units... ARE a Ae 700 31 100 
Gross income 
£0—99 as sy. Nes ee 5.4 8 0.7 
£100—199 wee ante ee ar 17.3 171 3.3 
£200—299 ie eee Sete sep 13.7 20 31 
£300—399 ar we Ae wea 17.0 28 10.4 
£400—499 bas Kas ae ee 16.5 41 8.6 
£500— 599 vse Ax oa Be 12:2 48 13.4 
£600—699 ede Bs tee a 7.8 47 10.7 
£700—799 ae ae ae a 2.9 47 7.0 
£800—999 te ee es see 3.9 54 13.8 
LEONG 1490. sts Ne 2a 45 13.9 
£1,500—1,999 opis nae ae 0.5 53 25 
£2,000 and over Ect a ace 0.9 42 11.9 
Occupation of head 
Self-employed ... - aes ae 4.4 40 14.0 
Managers and technical bas ase 7-3 40 31.8 
Clerical and sales $i was So 13.9 31 13.6 
Skilled manual . ape wee ate 34.7 40 29.4 
Unskilled manual set ae, oe 17.0 33 4.9 
Retired and unoccupied Po, aa 22.8 712 6.3 
Age of head 
18—24 ad eos ee ~ 10.7 | 15 12 
25—34 ... aoe Ree ae ae 78.0 44 20.3 
3544... eee oid ae: a 20.3 46 36:6 
45—54 ... on Boe aa ant 17.9 36 25.6 
5564 ase exe ae nf 13.2 26 11.8 
65 and over jib ie ees eae ts 19.9 12 4.5 
Number of panel ; 
One ‘ a ee wes 3 13 
Two ee aaa iis = - ake 32 
Three... ant te ae Ras 7 43 
Four ane mek wae ues ot 7 
37.1 28 
Rents—other furnished 1.4 27 
Rent free 3.4 27 
Secondary i income units. 22.4 14 
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TaBLE XXIV 
Distribution of Total Amount of Hive Purchase Outstanding 
Percentage of Percentage Percentage of 
‘ k income with hire total amount 
Type of income unit tenits purchase out- | of hive pur- 
standing chase out- 
standing 
All income units... “6c ao Sm. 700 27 100 
Gross income 
0—99 aa awe an a 5.4 3 0.1 
100—199 os ae sae aS 17.3 6 2.3 
£200—299 a0e =e <3 = 1334, 15 4.9 
£300—399 ee mae ree is 17.0 18 1e,5 
£400—499 250 i3 ec ~ 16.5 35 26.5 
£500—599 a =e eee ee 122 33 20.3 
£600—699 ae oes Pet <a 7.8 35 18.2 
£700—799 2.9 31 5.3 
£800—999 3.9 27 6.6 
£1,000—1,499 at, 16 1.8 
£1,500—1,999 . 0.5 19 0.6 
£2,000 and over 0.9 iz, 1.9 
Occupation of head 
Self-employed ... ot aoe 4.4 17 6.0 
Managers and technical 7.3 13 6.5 
Clerical and sales = jee a 13.9 20 13.1 
Skilled manual . =. nae . 34.7 30 53.6 
Unskilled manual <os 17.0 28 17.2 
Retired and unoccupied 22.8 Z 3.5 
Age of head 
18—24 ... Sue oe ach uae 10.7 13 5.7 
25—34 ... aie s aoe ae 18.0 34 28.5 
35—44 ... =e see oe Scr 20.3 29 32.4 
45—54 ... ets ~ oot si 17.9 25 21.4 
5564 ... = wee ee se3 13.2 15 6.9 
65 and over =A fe Bea ius 19.9 7 5.1 
Liquid Assets 
Nil “os aed srcis ode aa ERI 22 26.7 
AOE tg Sas See ao 26.3 30 40.2 
£50—99 ... aa Bee ais 46: 9.5 29 16.9 
£100—199 spe wee ne oes 11.3 14 7.8 
£200—399 3 ae ane ee 8.0 13 5.5 
£400—599 4.1 6 1.4 
£600—799 2.1 7 0.3 
£800—999 7.3 13 0.5 
£1,000—1,499 1.6 7 0.2 
£1,500—1,999 ... ux ae 0.6 _ _— 
£2.000 and over 50 Bec nee 2.1 5 0.5 
Housing status 4 ° 
Owns outright oe a 11.1 12 9.2 
Owns with mortgage 10.0 18 8.5 
Rents—Council 14.3 33 26.1 
Rents—other unfurnished Sil 26 41.7 
Rents—furnished 1.4 24 1.1 
Rent free 3.4 16 2.2 
Secondary income units" 22.7 12 11.2 
umber of tg se 
‘ One 36.2 9 11.5 
Two 27.0 20 28.1 
Three 15.7 26 18.2 
Four 12.6 39 25.8 
Five 5.2 40 8.4 
Six and over 3.3 46 8.0 
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cent of such income units accounted for about 46 per cent of the total amount 
«© liabilities. The age analysis shows that income units in which the head 
v.as between 35 and 44 had much the largest share of total liabilities. About 
4} per cent of income units with an annual gross income of over £800 had 
incurred some 42 per cent of the total amount of liabilities of all sample 
income units. 

Overdrafts are much more uncommon than any other\form of debt, as 
we have shown, but they tend to be concentrated in much the same type of 
income unit as mortgages—the higher income groups, the self-employed and 
managers, and the middle age ranges. 

Hire purchase debt is more commonly found than either mortgage debt 
or overdrafts, but it is concentrated to a large extent in different types of 
income units from those with mortgage debt and overdrafts. From Table 
XXIV in which we show the distribution of the total amount of hire purchase 
outstanding, it can be seen that about 70 per cent of the total was owed by 
income units in which the head was a manual worker ; that over three- 
quarters of it was concentrated in income units with an annual gross income 
of between £300 and £700, and that the 3.5 per cent of income units with an 
income of over £1,000 per annum had only 4.3 per cent of the total amount 
of hire purchase outstanding. The point made earlier about the use of hire 
purchase by income units with small amounts of liquid assets is further 
substantiated by the data in Table XXIV, which shows that the 36 per cent 
of income units with liquid assets of between {1 and {100 owed about 
57 per cent of the total amount of hire purchase outstanding. Furthermore, 
about two-thirds of the total was owed by income units renting their accom- 
modation, and over one-quarter of the total had been incurred by the 14 per 
cent of income units renting council houses. 

We do find, however, the largest proportions of hire purchase debt 
outstanding concentrated in much the same age groups as in the case of 
mortgages, and this again appears to be related to the use of hire purchase 
when new households are established and families are being raised. 


V. A COMPARISON WITH THE UNITED STATES 


In Table XXV are presented some comparisons of the relationship 
between net worth and gross income in the United States and Great Britain. 
International comparisons of this ‘nature can often be misleading and some- 
times dangerous. In this case too much attention should not be paid to any 
particular pair of figures, but we think that the broad pattern which emerges 
in the comparison between the two countries is probably fairly reliable. 

There are several major differences in definition which should be noted. 
Firstly, the American statistics are collected by personal interviews with 
about 3,000 “ spending units ’, these ‘ units’ being groups of people living 

* For a more detailed account of the comparison of the British and American Survey 


data see: L. R. Klein, British and American Consumers—A Comparison of their Si i 
and Finances. The Bankers’ Magazine, No. 1332, March 1955, ‘i spe 
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TABLE XXV 
Net Worth and Money Income—United States and Great Britain 
1952-53 
United States Great Britain 
‘ : Percentage Net worth, | Percentage | Mean net 
Type of income unit of spending early 1953 of income worth 1952-3 
units as percentage units as percentage 
, of 1952 of 1952-3 
income be- mean gross 
fore taxes income 
All units... we bot Ban 100 293 100 185 
Age of head of unit 
18—24 ... sie sah ae 9 49 11 14 
25—34 ... Ta Sale a3 23 129 18 67 
35—+44_... ae an zis 21. 219 20 132 
yn? ” ae ay 18 346 18 205 
55—64 ... Ect ges ae 13 495 13 293 
65 and over 7 ats aa 13 768 20 491 
N.A. =e as sae a 3 ae _ = 
Occupation! of head of unit 
Self-employed ... Abc 15 878 4 522 
Professional and semi-pro- 
fessional = =f gt 8 225 — — 
Managerial xe ante Sis 5 780 7 263 
Clerical and sales 508 es u2 171 14 98 
. Skilled and semi-skilled aa 29 127 35 64 
“ Unskilled and service ... Ae 43 710 17 42 
Retired and other bce eee 18 532 23 615 
U.S. 1952 money income before 
taxes 
Under $1,000 ... es ae 11 1,756 
$1,000—1,999 ... Te Bae 14 468 
$2,000—2,999 ... ts oe 16 234 
$3,000—3,999 ... ace ae 18 215 
$4,000—4,999 ... Bae Aer 15 183 
$5,000—7,499 ... 5a sce 17 211 
$7,500 and over Bie ee 9 408 
G.B. Gross income 1953 
f0—99 ... — The ~9t oe ee 5 471 
£100—199 ae = ae es ets 17 263 
£200—299 nie nae ae dee se 14 142 
£300—399 dhe eos ae oF ar 17 93 
£400—499 wae aoe os Sac Bele 16 94 
£500—599 Sa. Fe ios B8C or 12 103 
£600—699 Pee, at a | 8 136 
£700—799 ee wee ase Soe ait 3 185 
£800—999 ais =o eee sis son 4 246 
£1,000—1,499 ... a see ner isa 2 330 
£1,500—1,999 ... 506 oes es ae (0.5) 578 
£2,000 and over ‘ eu Boe Ae 1 582 


1Jt should be observed that the occupational categories used are not identical in the 
two countries. In the United States, for instance, the group ‘ professional and semi- 
professional’ is differentiated, while in the United Kingdom this group is distributed 
between the self-employed and managerial. The ‘ other’ group combined with the retired 
covers a wider range than the ‘ Retired and Unoccupied ’ in the Savings Survey occupational 
category in Great Britain. This ‘ other’ sector in the United States definitions includes 
‘spending units headed by housewives, unemployed persons, students, protective service 
workers, or persons whose occupations were not ascertained ’. But for the very broad 
comparisons made the differences in the occupational categories between the two countries 
do not seem likely to be large enough to lead to false conclusions. 
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in the same dwelling and related by blood, marriage, or adoption, and pooling 
their incomes. The Savings Survey statistics in Great Britain are collected 
by personal interview with about 2,500 ‘ income units | the latter being 
defined as single persons aged 18 and over,? or married couples together with 
their children under 18 years of age. The main effect is to produce distri- 
butions with more finely divided units in the British than in the American 
Surveys. Thus many income units in the lowest age group (18-24) in the 
British Survey consist merely of single persons, frequently working children 
living at home with their parents. Most of these single-person income units, 
although they may be financially independent, would not form separate 
spending units in the American Surveys, since their incomes tend to be 
pooled with that of the head of the household for major items of expense ; 
we, therefore, expect the proportion of income units in the lowest age groups 
in Great Britain to be larger than the corresponding proportion of spending 
units in the United States. According to the Bureau of the Census, American 
families contained an average of 3.3 persons ; the average spending unit in 
the Surveys of Consumer Finances contained 2:9 persons. On the basis of 
Savings Survey data a household in the United Kingdom (excluding boarders) 
consisted of 3.1 persons, and the income ‘ unit’ of the Savings Surveys had 
an average of 2.3 persons. 

Secondly, the definitions of occupations are not the same in the two 
Surveys. For some types of comparison this difference would be serious, 
but for our purposes it is not thought that it is important enough to nullify 
the very general conclusions reached. Probably the main difference concerns 
the self-employed. The United States Surveys distinguish separately a 
* professional and semi-professional ’ occupation which is included either in 
the self-employed or in the managerial groups in the British Surveys. Part 
of this ‘ professional and semi-professional’ group in the United States 
consists of self-employed professional people such as doctors, lawyers, 
accountants, etc., so that the proportions of self-employed and managerial 
categories in the United States in Table XXV are low when compared with 
the British figures. The general result of this appears to be to increase the 
ratio of net worth to gross income for the self-employed in the United States, 
since the self-employed professionals are not likely to have such a high ratio 
of net worth to income as other self-employed persons. A further difference 
in the occupational classifications occurs in the group ‘ retired and other’ 
and is commented upon in the note to Table XXV. 

Thirdly, there are two differences in the definition of income. In con- 
trast with our definition the United States Surveys do not include imputed 
rent and income in kind of farmers. 

Finally, the definitions of net worth itself, and in one case the method 


‘ The relatively low response rate in the 1953 Savings Survey reduced the coverage in 
that year to 2,100 income units. 


_ > Income units with an income of less than £50 were amalgamated at the editing stage 
with that of the head of the household ; however, in one or two cases, where income was 
less than £50, but where there were substantial assets, it was decided not to amalgamate. 
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of valuation, are not identical in the two countries, but the differences are 
not likely to affect seriously our present comparison. For instance, the 
American concept used in their Survey of Consumer Finances excludes the 
holdings of bonds—as distinct from stocks—of corporations and of state, 
local and foreign governments, whereas the British Surveys include such 
bonds, where applicable. In the 1953 Survey of Consumer Finances the 
value of all asset items, except motor-cars, and of all liabilities were ‘ reported 
directly by respondents ’, which provides—apart from motor-cars—an exact 
correspondence with the methods used in the Savings Surveys in Great 
Britain, z.e. subjective valuation. In the case of motor-cars the method of 
valuation in the British Survey is also subjective, whereas in the 1953 Survey 
of Consumer Finances the value of 1952 model cars was considered equal 
to the purchase price reported in the interview. All other cars were assigned 
values based on the make and model year, the values being obtained from 
a standard rating book. It does not seem likely that the different methods of 
valuation of cars used in the two countries will upset the comparison to 
any serious degree. In the United States Surveys it was thought that there 
was some understatement of the value of assets by respondents, and that, 
together with the incomplete coverage of assets, would lead to an under- 
statement of the actual personal capital of nearly all spending units. The 
same points were made earlier in this article in relation to the Savings Surveys’ 
estimate of net worth in Great Britain. 

One further point should be observed. The average age of Americans is 
lower than that of the British population. In Great Britain, for instance, 
about 16 per cent of the people are over 60 years of age, whereas the corre- 
sponding figure in the United States is only 12 per cent, so that we find a 
much higher proportion of retired people in Great Britain than in the 
United States. This again affects any comparison on the basis of income 
units and spending units, since a proportion of the secondary income units 
in the Savings Surveys will be old people living with relatives, and such 
units would not form separate spending units in the American Surveys. 
Since older people tend to earn lower incomes and buy fewer durable goods, 
and since they also save little and frequently draw upon past savings, the 
maturity of the population in Great Britain is significant in the net worth 
comparisons. 

We find much the same pattern for the ratio between net worth and gross 
income in the two countries—Table XXV. The ratio increases with age 
reaching its maximum when the head of the unit is over 65 ; the ratios 
analysed by occupation exhibit much the same pattern in both countries— 
ie. high ratios for the self-employed and retired and low for skilled and 
unskilled workers. The analysis by income groups in the two countries also 
follows much the same pattern—a high ratio at the lower and higher income 
levels, with smaller ratios in the middle income ranges. 

Probably the most interesting feature of the comparison is the generally 
higher ratios of net worth to income found in the United States. Over all 
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the spending units in America net worth amounted to almost three years’ 
gross income, compared with a little less than two years’ in Great Britain. 

The higher American ratio reflects in part the great prosperity of the 
United States in the post-war years. Incomes have been high in comparison 
with those in Great Britain ; savings have also been relatively higher in the 
United States when compared with those in Great Britain, where in some 
post-war years personal savings have been negative. This relatively greater 
accumulation of assets in the United States results in the higher ratio of 
net worth to income. One point should be observed. Except in the case of 
motor-cars, where both the asset and any liability in respect of it are included 
in net worth, the higher expenditure on consumer durables in the United 
States affects the ratio in the opposite direction, i.e. makes it smaller. Con- 
sumer durables do not appear on the assets side of the net worth account, 
while any debts incurred in purchasing such goods, e.g. hire purchase, are 
counted as liabilities. 

As we have seen the head of a secondary income unit by definition cannot 
be the head of a household, and in Table XXVI we show the proportions 
owning various assets and with certain types of debts for ali spending units 


TaBLE XXVI 


Extent of Ownership of Assets and Debt Liability 
U.S. and G.B. 1953 


Percentage of each group owning asset or owing debt 


Type of asset or debt U.S. G.B. G.B. 
spending income Primary Secondary 
units units income units income units 

Assets 

Liquid assets... Sie oe 71 67 

Motor car Sc bc oe 61 ) 

Owner-occupied non-farm home 43 ) 

Owner-occupied farm ... sie, 5) = 

Business interest ae “op 7 4) 

Stocks... noo ane scr 7 42 
Debts 

All units aes os aes 62 31 

Hire purchase ... ie Sac 438 21 

Mortgage debt ... Bae a 29 10 


1 The difference in definition of the self-employed between the U.S. and 
should be remembered ; also the poor covernencr the self-employed in the GB eu a 
1953. The figures for the 1952 and 1954 G.B. Surveys were 6.3 and 7 per cent respectivel 
* Proportion of income units with stocks and shares worth over £100. 2 
8 Proportion of spending units in the 7954 Survey of Consumer Finances. 


and income units ; the income units are also divided between primaries and 
secondaries, and, as one would expect, primary rates of ownership and of 
debt are higher than the secondary rates. It is probable that we might obtain 
a better picture if we compared the U.S. spending units with primary 
income units only. In America about half the spending units own their own 
homes, compared with only about 27 per cent of primary income units in 
Great Britain. In 1952, about 60 per cent of the spending units in the 


a he a et a 0 eee 
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United States owned cars, compared with about g per cent of income units 
in Great Britain. Only a minor part of this difference in the proportions 
owning cars can be ascribed to differences in the basic unit in the Surveys. 
Furthermore about g per cent of the spending units in the 1953 Survey of 
Consumer Finances were classified as farm operators, far outweighing the 
I per cent so classified in Great Britain. This 9 per cent were composed of 
5-6 per cent owner operators and 2-3 per cent tenant operators. 

The larze rural sector in the United States will also affect the net worth 
comparison since the value of owner-occupied farms and buildings and of farm 
machinery, livestock, and crops of farm-operators are included in the calcu- 
lations in both countries. 

The differences between occupational groups in America do not appear 
to be so large as those found in Great Britain, and this again appears to stem 
from the more widespread ownership of some of the asset components of 
net worth in the United States. 

There are no major differences in the definitions of liabilities covered 
in the Surveys on the two sides of the Atlantic. In Table XXVII is shown 
a comparison between the relationship of total liabilities and gross income 
in the United States and Great Britain. Here again the broad pattern is 
probably fairly reliable but too much emphasis should not be given to the 
individual figures. The debt ratio for all spending units in the 1953 Survey 
of Consumer Finances was 38eper cent: 1.e. debt outstanding in early 1953 
amounted to 38 per cent of 1952 money income before taxes. The debt 
ratio for income units in the 1953 Savings Survey was very substantially 
less—22 per cent. In the United States 62 per cent of all spending units in 
the sample had incurred debts, which is just twice the corresponding figure 
for Great Britain. : 

The reasons for the relatively higher debt position in the United States 
are not far to seek. As we have seen, a much larger proportion of spending 
units in the United States own houses and motor-cars than do income units 
in Great Britain, and outstanding liabilities on account of such items are 
much more widespread in the United States. In the 1954 Survey of Consumer 
Finances some 29 per cent of spending units had mortgage debt compared 
with 10 per cent of income units in the 1953 Savings Survey ; while more 
than twice as many spending units in the United States were in debt for items 
bought on hire purchase (instalment debt). Another item of indebtedness 
which occurs much more frequently in the United States than in Great 
Britain consists of debts to doctors, dentists and hospitals for medical 
services. In the 1953 Survey of Consumer Finances about one-fifth of all 
spending units were in debt for medical services. This item in the Savings 
Surveys is so small that it would not be worth tabulating separately, but is 
included in miscellaneous personal debts. 

An examination of the debt ratio by age indicates a considerable similarity 
in the pattern in the two countries—the ratio increasing to a maximum in the 
group 35-44 and thereafter declining. There is one striking difference ; 
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TaBLE XXVII 


Relationship between Total Debt and Gross Income 
United States and Great Britain: 1952-53 


ee et Oe ee ee 


U.S. G.B. 
Spending Units Income Units 


Total. debt early Total debt 1952-53 as 
1953, as percentage | percentage of 1952-53 
of 1952 money income | mean gross income 
before taxes 


Type of unit 


All units tes ete 38 22 
Age of head of unit 
18—24 : 19 4 
25—34 45 22 
35—44 48 30 
45—54 sss asa ald 31 24 
55—64 cen ae tee 32 21 
65 and over aes sid 34 10 
Occupation of head of unit 
Self-employed 2e0 sn es 68 a 
Professional and semi-professional 38 = 
Managerial “s eas 24 43 
Clerical and sales ... es 38 fag 
Skilled and semi-skilled 33 17 
Unskilled and service 34 7 
Retired and other Sif wee 38 14 
U.S. 1952 money income before taxes 
Under $1,000 AK ass 115 
$1,000—1,999 31 
$2,000—2,999 27 
$3,000—3,999 31 
$4,000—4,999 41 
$5,000—7,499 48 
$7,500 and over ... iss 36 
G.B. Gross income 1952-3 ... 
£0—99 sa ae 18 
£100—199 ... des 13 
£200—299 ... 10 
£300—399 ... 16 
£400—499 ... 11 
£500—599 ... 19 
£600—699 ... 20 
£700—799 ... 31 
£800—999 ... 39 
£1,000—1,499 56 
£1,500—1,999 as 29 
£2,000 and over. ... 34 


the debt ratio for units in which the‘head was 65 and over is very much lower 
in Great Britain than in the United States. This probably reflects simply 
the continuance on a much ‘greater scale of instalment buying and house 
purchase by Americans in this age range. The contrast in the debt ratios 
in the lowest age group in Table XXVII is much greater than the ‘ real’ 
differences, since, as we have seen earlier, the comparison is distorted because 
of the differences in definition in the basic unit, which gives rise to the large 


number of secondary income units in the 18-24 age group in the Savings 
Surveys. 
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The differences in the debt ratios between occupational groups are much 
more marked in Great Britain than in the United States. In this country the 
ratio is very much lower among skilled and unskilled workers, and among 
the retired and unoccupied than in the United States, where the ratio for 
these groups is only a very little less than the ratio for all occupational groups. 
This again simply reflects the much more widespread use of instalment 
credit and the greater proportion of people purchasing their houses with 
mortgages in the United States. 

The income analyses in the two countries reflect the same broad pattern— 
a high debt ratio at the lower end of the income scale, a falling ratio as income 
rises, with a reversal to a rising ratio in higher income groups. 


THE GROSS NATIONAL PRODUCT OF WALES, 1950 


By Epwarp NEvIN 
Introductory 


‘The appearance of Professor A. D. Campbell’s estimates of the national 
income of Scotland? makes it possible that some interest will be aroused by 
some highly tentative and provisional estimates by the present writer of the 
gross national product of Wales in 1950. It should be made clear that these 
estimates can at best indicate only broad orders of magnitude, and they 
represent little more than a basis for further work now proceeding along 
these lines at this college. Certain major features have emerged, however, 
and these may be of some interest to those engaged in British regional 
economic analysis. 

On the conceptual level there are important differences between the 
broad method of attack adopted by Professor Campbell and that underlying 
these estimates for Wales. When compiling regional estimates one can 
attempt to measure either the income received by residents in a given area 
or the income generated in that area. The difference becomes crucial, of 
course, in the case of trading profits, since one has to decide on whether one 
is measuring the profits earned by companies owned within a region or those 
earned by companies operating within the region. In the article referred to, 
Professor Campbell was concerned solely with personal incomes, and 
naturally adopted the ownership basis; the profits he was concerned with, 
for example, were those accruing to Scots residents, and not necessarily 
those of enterprises operating in Scotland. This could mean, for instance, 
that this component of the Scottish national income, so defined, was rising 
at a time when the Scottish economy was doing badly. So far as personal 
incomes are concerned, a similar approach has been adopted in the present. 
estimates for Wales, the incomes included being only those actually assessed 
for tax in Wales, and not those generated in Wales. But the basic purpose of 
these estimates for Wales is much wider than could be satisfactorily achieved 
from estimates of personal incomes only. We wish to provide some sort of 
foundation for further investigation into the characteristics and progress of 
the Welsh economy, so that the ownership of economic assets operating in 
Wales (or the extent of Welsh ownership of assets existing outside Wales), 
while an interesting and important issue, has no very direct relevance to the 
problems of the prosperity of the thirteen counties of Wales and Monmouth. 
For this reason, the estimates of the Welsh gross national product were 
modelled on those given in the Blue Book on National Income and Expenditure 
of the United Kingdom, 1946-53, the aim being to achieve a picture of all 
aspects of the Welsh economy. The scope of the tables was therefore defined 
to include all persons normally resident in, and all enterprises operating in, 


1 A. D, Campbell, ‘ Changes in Scottish Incomes, 193449,’ Economic Journal, Vol LXV, 
No. 258; June 1955, pp. 225-40. 
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the geographic area of Wales and Monmouth. For the gross national product, 
therefore, estimates were made of all incomes generated in Wales, including 
profits paid out to persons outside Wales. Needless to say, it is impossible 
to claim at the present stage of investigation the fairly high degree of accuracy 
which Professor Campbell’s estimates can reasonably claim; apart from the 
wider scope of the investigation, separate data are published by various 
official agencies for Scotland to an extent which arouses the keenest envy on 
the part of those of us working on the darker fringe of the British economy. 
The broad details of the method of calculation of the estimates discussed 
here are summarised in the appendix to this article: statistics relating to 
Wales are generally not separately published and the figures estimated here 
were perforce obtained by applying to United Kingdom figures an allocation 
factor based on the most relevant data available. Indeed, the task was brought 
within the range of practicability only by the publication of separate figures 
for Wales in the 1950 Censuses of Production and Distribution. 


The Welsh National Product 


In Table I are shown the main features of the estimated gross national 
product of Wales in 1950. No very significant differences emerge from the 
comparison of the composition of the expenditure side for Wales on the one 
hand and the United Kingdom on the other. Consumption is a somewhat 
higher proportion of the total, as one would expect in a relatively poor 
country like Wales, but despite this, the incidence of indirect taxation seems 
to have been slightly lighter in Wales than in the U.K. This result emerges 
primarily because alcohol and tobacco form a significantly smaller proportion 
of the total consumer expenditure at market prices in Wales than in the U.K. 
—1I2.5 per cent compared with 16.7 per cent.1 The most striking difference 
shown in the Table is, of course, that while the U.K. attained an export 
surplus amounting to some 3 per cent of G.N.P. in 1950 the estimated gross 
national expenditure for Wales exceeds estimated gross domestic product by 
some £34 million, or 8 per cent of the estimated G.N.P. The figure for net 
imports, however, is a residual for which no direct check is possible, so that 
it should be taken as little more than a rough guess emerging from a collection 
of (one hopes) reasonably intelligent estimates. But it does suggest that in 
1950 the Welsh economy was absorbing somewhat more wealth than it was 
currently producing; at the same time it should be pointed out that the 
estimates also indicate a rather higher rate of gross investment in Wales than 
in the U.K. 

In addition, comparisons can be made between the countries on a per 
capita basis. If the gross output per head of total population is calculated, it 
appears that in 1950 the estimated figure for Wales was £168, which is only 

a This is a finding with intriguing social implications, but the task of estimating cont: 
sumers’ expenditure in Wales under various headings is particularly difficult, and a great 
deal of work will have to be done in this field before any reliable statistical evidence can be 


claimed for the well-known freedom of the Welsh people (at least i i i 
English) from alcoholism and nicotinism. aera Oe aes ae 
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TaBLE I 
The Gross National Product of Wales, 1950} 


Expenditure generating Wales U.K. | Shares in gross product | Wales OES 
gross product 
fm | % % fm | % % 
At market prices 
1. Consumers’ expen- 7. Income from em- 
diture es | 374 86 80 ployment ... saa! S¥AQ) 74 65 
2. Current expendi- 8. Income from self- 
ture on goods and employment ‘ 42 70 12 
services by public 9. Gross trading pro- 
authorities aoe 87 20 78 fits of companies... 94 22 19 
3. Gross capital form- 10. Gross profits and 
ation ae Ase 63 15 13 surpluses of public 
enterprises and cor- 
Total domestic ex- porations ... na 8 2 3 
penditure at market 11. Rent x5 SOU 19 4 4 
prices ---| 524 121 777 | 12. Residual error ... 1} — — 
4. Less taxes on ex- : ee 
penditure ... -..| —73 | —77 | —78 | Total domestic in- 
5. Plus subsidies... 18 4 4 come before provid- 
6. Net exports --.| —34 | —8 3 ing for depreciation 
and stock apprecia- 
tion af {5s |ee489 112 103 
13. Less stock appre- 
ciation... ...| —27 —o| —6 
Gross domestic pro- 
duct at factor cost} 458 106 97 
14. Net income from 
abroad _.... -..| —24 | — 6 3 
Gross national expendi- Gross national pro- 
ture at factor cost ...| 434 700 700 duct at factor cost ...| 434 100 700 


1 Minor discrepancies in the totals are due to rounding; the basic calculations for 
Wales were in £000’s. All of the data shown in the table for Wales are, of course, liable to 
appreciable error, but the estimates of the various items differ considerably in reliability. 
The most dependable estimates (i.e. where the error is unlikely to exceed + 10 per cent) 
are 2,7, 8ai:d 10; less dependable (range of error say + 20 per cent) are 1, 4, 5 and 9. Items 
3, 6, 11 and 13 are especially hazardous estimates. 


76 per cent of the corresponding figure for the U.K. (£221). By contrast, 
Professor Campbell has estimated that income per head in Scotland in 1949 
was 93 per cent of the U.K. figure.t Smaller differences are suggested, how- 
ever, if the total gross output is divided by the numbers actually engaged in 
economic activity in each region. According to the 1951 Census of Popula- 
tion, 42 per cent of the total population of Wales was occupied in that year 
(including unemployed persons); applying this ratio to the population of 
Wales at mid-1950, the total gross output was produced by a labour force of 
about 1.09 million. Gross output per person engaged was therefore £398, 
or 83 per cent of the corresponding U.K. figure (£480). If the mid-year 
figure for unemployment is subtracted from the estimated occupied popula- 

i : i i f ‘ gross output per head’ if it is used as a crude 
Be oases icone cant aha Se bare ‘find, of course. 


= berse engaged in the U.K. in 1950 were estimated by applying to the mid-1950 
Paes scseila ten the mati of occupied persons to total population in Great Britain in 1951 


(46 per cent). 
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tion, the gross output per person at work in 1950 comes out at £413 for Wales, 
which is 85 per cent of the corresponding figure for the U.K. (£487-) 

This difference in the comparative figures of gross output per head of the 
total population on the one hand and per head of the occupied population on 
the other (76 and 83 per cent respectively of the U.K. figures), reflects the 
marked contrast between Wales and the rest of Great Britain in the proportion 
of total population actively engaged in economic activity. What it comes 
to is that per head of its total population Wales seems to have produced in 
1950 about 24 per cent less than the average for the U.K. as a whole. Of 
this deficiency of 24 per cent, about 15 per cent seems to have been due to 
lower productivity in Wales,1 about 2 per cent to the higher incidence of 
unemployment, and about 7 per cent to the smaller ratio of occupied persons 
to the total population. 

The extent of the relative under-employment of the Welsh population is 
shown very strikingly by Table II. It will be seen that in 1951 only 42 per 
cent of the total population of Wales was classified as occupied, compared with 
45 per cent in Scotland and 47 per cent in England. The difference arises 
almost wholly because of the lower proportion of women engaged in economic 
activity—1g9 per cent in Wales compared with 26 per cent in Scotland and 
Northern Ireland and 28 per cent in England. It is interesting to note that in 
both England and Scotland these proportions were the same in 1931 as in 1951, 
whereas for Wales the proportion rose from 16 per cent to 19 per cent between 
those years. On the face of it, therefore, one would imagine that this particular 
factor making for lower output per head of total population in Wales is 
becoming less important. An offsetting factor, however, is that in the normal 
course of events the active element in the Welsh female labour force will 
probably decline over the next twenty years. In 1931 the number of females 
in Wales in the age group 0-15 years exceeded that in the age group 40-59 
years by some 40,000, so that the active element in the Welsh female popula- 
tion could have been expected to rise. In 1951, however, the age group 0-15 
years was some 80,000 smaller than the 40-59 age group, so that the demo- 
graphic trend will operate against an increase in the occupied female popu- 
lation. 

TABLE II 
Occupied Persons and Total Population, 1931 and 1951 


Occupied persons as per cent of total population 
Country FS 
Males Females Total 
1931 1951 1931 1951 1937 1951 
Eegland 00° is.) OA Pesos 62 pres 28 45 47 
Scotland Bae wa ast 67 65 26 26 46 45 
Wales ee fe a6? 67 66 16 19 42 42 
Northern Ireland re aoe 64* 63 28* 20 45* 44 


| Se 
Sources: Annual Abstract of Statistics ; Digest of Welsh Statistics, No.1, 1 : 
1951, 1 Per Cent Sample Tables, Part I. : 1526 Ane bee ie 


Discussed in more detail below, pp. 67-69. 
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Furthermore, it is worth noting from Table II that, despite this increased 
participation of females in economic life, the overall proportion of occupied 
persons in the total population of Wales has remained obstinately at 42 per 
cent between 1931 and 1951, in contrast with Scotland and Northern Ireland, 
where it has fallen slightly, and England, where it has risen. Once again—and 
in contrast with both England and Scotland in this case—demographic factors 
will be operating against Wales in the next twenty years, since the o—1 5 age 
group of the male population is slightly smaller than the 45-64 age group. And 
all this, of course, takes no account of the continuing and substantial loss which 
Wales suffers, year by year, through migration.! All in all, therefore, the low 
proportion of occupied persons in the Welsh population, and the relative 
poverty which it implies, is likely to persist, and quite possibly worsen, 
unless positive steps are taken to increase opportunities for, and reduce social 
resistance to, the employment of women in Wales. 

The influence of the relatively high level of unemployment in Wales, on 
the other hand, has declined somewhat since 1950, when an average of 3.6 
per cent of the insured population was unemployed, compared with 2.8 per 
cent in Scotland and 1.6 per cent in the U.K. as a whole. During 1954, for 
example, unemployment in Wales averaged 2.5 per cent compared with 2.8 
per cent in Scotland and 1.5 per cent in the U.K. Nevertheless, it seems 
inevitable that unemployment in Wales will continue above the U.K. average 
for many years. The major indastries in South Wales, where the unemploy- 
ment is concentrated, are those of coal-mining and metal manufacture; these 
industries have the unhappy characteristic of requiring men of a high degree 
of physical fitness and at the same time creating a relatively high wastage 
through industrial sickness and accidents; a large proportion of the unem- 
ployed population, therefore, consists of rather elderly men whose health 
has been undermined by the work and who are therefore seeking employment 
which makes smaller physical demands upon them.? - 


Personal Income 


Before discussing the third element in the deficiency of the Welsh national 
product—low output per head—it may be useful to link what has been said 
about gross output with the estimates of personal incomes in Wales. With the 
aid of the Inland Revenue’s income-census for the year 1949-50,°it is possible 
to obtain a reasonably accurate picture of personal incomes actually assessed 
in Wales—as opposed to those generated in Wales with which Table I above 


1 Migration from Wales at the present time is considerably more substantial in relation 
to total population than migration from Scotland. Between the census of 1951 and mid- 
1953 the number of persons migrating from Wales amounted to some 25,000—about 96 
per 10,000 population. For Scotland the comparable figure was about 69 per 10,000. 

2See Wales and Monmouthshire, Report of Government Action for the year ended 

e 30th, 1951 ; Cmd. 8385, London, H.M.S.O., 1951. 
a} See 94th Report of the Commissioners of Inland Revenue, 7951 (Cmd. 8436, London, 
H.M.S.O., 1951), pp. 95-127 ; 95th Report of the Commissioners of Inland Revenue, 1952, 
(Cmd. 8726, London, H.M.S.O., 1952), pp. 93-145. 


66 _ THE BULLETIN 


was concerned.! Since the two sets of estimates were obtained from com- 
pletely different types of data, the Inland Reyenue figures provided a very 
useful check on the gross output estimates. From the output calculations 
(based primarily on Census of Production figures) estimated wages and 
salaries paid in 1950 by enterprises operating in Wales amounted to £294 
million,?. while profits and professional earnings by individuals and sole 
traders were estimated at £42 million. The Inland Revenue data, with the 
minor adjustments mentioned in footnote 1, yielded estimates of {£291 
million for wages and salaries and £40 million for profits and professional 
earnings. This, is of course, as it should be; it would be surprising if the vast 
majority of earned incomes arising from Welsh economic activity were not 
actually assessed in Wales.* For the estimates of unearned incomes, however 
—rent, dividends and interest—the position was different; persons receiving 
income from employment or self-employment usually live and are assessed 
for tax near their place of work, but the rentier has no compelling motive for 
living near the enterprises in which his wealth is invested. It was not sur- 
prising, therefore, that unearned incomes accruing to persons‘ assessed in 
Wales in 1950 were estimated at only £26 million, compared with the estim- 
ated total of £44 million actually paid to persons by Welsh enterprises from 
their 1950 activities in the form of rent, dividends and interest. 


TaBLeE III 
Personal Incomes, 1950 
Wales CO. 

Type of income im % % 

Income from employment? aCe a a 317 83 74 
Income from self-employment ... nee ash 40 70 14 
Rent, dividends and interest... <e “ec 26 7 72 
Total®... sa oe me Re 383 700} 700 


1Source: National Income and Expenditure, 1946-53, London, H.M.S.O. 1954, Table 2, 


. 4. 
* Includes employers’ insurance contributions. 
3 Excluding National Insurance benefits and current grants from other public authorities. 


The resulting pattern of incomes may be seen from Table III. The 
relatively large share of income from employment in Wales follows largely 
from the fact that almost a half of the distributions of Welsh enterprises were 
assessed outside Wales. Here is perhaps the sharpest contrast between Wales 
and Scotland, for Professor Campbell’s estimates indicate that the share of 
property incomes in the Scottish total is higher than the U.K. average, thus 


? But note the adjustment for civil servants and merchant seam i i 

in a oe to Table III in the appendix. pepe re 
is figure does not include the estimated payments in cash and kin Arm 

baa ye employers’ contributions. At ee bt nig os 
e bulk of the differences between the Inland Revenue figures and the estimat 

; v es of 

incomes generated from employment in Wales are unquestionably due to estimating errors ; 

but since an unknown element in the differences may represent incomes assessed outside 

‘Wales but earned inside Wales, no attempt has been made to eliminate them at this stage 

Indeed, the very small proportions of the discrepancies came as a welcome surprise. . , 
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confirming statistically widespread popular opinions concerning the capacity 
of the Scots for the conservation of their wealth.1 The share of total incomes 
in Wales arising from self-employment also appears to be relatively small. 
To some extent this may be due to the assessment outside Wales of profits 
accruing to sole traders and partnerships; in addition, certain professional 
activities (especially banking, insurance and finance, and wholesale trading) 
play a smaller role in Welsh economic life than in that of the U.K. as a whole, 
while the average farmer’s income in Wales is almost certainly well below 
the national average.? 


The Structure of the Welsh Economy 


Of the estimated deficiency of about 24 per cent in the per capita gross 
output of Wales in 1950, as compared with the U.K. as a whole, it has been 
argued that about g per cent is attributable to the higher proportion of the 
population of Wales which is either not occupied in the Census sense of the 
word or was actually unemployed in 1950. 

The estimated deficiency of 15 per cent in gross output per person at 
work in 1950 could arise either from a bias in the distribution of resources 


TABLE IV 
The Structure of the Welsh Economy, 1950 


. 


Labour Force Gross Output per Head 
Sector $$ —————q_ -\_o__oi |_| oii i i —cqx~ 
Wales U.K. Wales U.K. 

ie oe £ ce 

ales 
Agriculture, forestry and fishing 8.3 5.0 299 591 | 198 
Mining and quarrying oa 12.3 3.8 435 476 109 
Manufacturing industry 27.3 | 376 | 524 512 | 98 
Building and contracting 6.7 6.2 497 511 103 
Gas, electricity and water 7.8 1.7 450 664 | 748 
Transport and communication 8.9 7.8 491 520 106 
Distribution ... ie Yee 11.6 12.2 392 583 149 
Insurance, banking and finance 1.3 2.0 707 704 100 
Other services aa Be secs Hs) 8.3 538 559 104 
Public administration and defence... 7.4 8.0 374 399 107 
Public health and education 5.9 EAA 247 292 118 
Domestic service — eis 7.6 222, 202 204 701 
All sectors ... one MS She She| e700) 100 444 507 114 


Notes. Cols. 1 and 2: Based on Census 1951, 1 Per Cent Sample Tables; the G.B. 
figures given in this source were raised by 2.4 per cent to bring them approximately toa 
U.K. basis. This is the adjustment indicated by a comparison of the 1951 ‘ manpower 
available ’ figures given for the U.K. and Great Britain by the new and old series respec- 
tively of the London and Cambridge Economic Service Bulletin (see especially the issue for 
March 1955). The number engaged in Public Health and Education is taken as the number 
classified under ‘ Education ’ and ‘ Medical and Dental services ’. The number engaged in 
“ Other Services’ is taken as the total of the ‘ Professional Services and Miscellaneous 
Services ’ groups minus the number in Public Health and Education and in domestic service 

Cols. 3-5: The estimates of total output per head differ from those quoted in the text 
because of (i) the different population figures being used and (ii) the gross output figures used 
in the text included (a) income from dwellings, (b) services to non-profit institutions, (c) 
stock appreciation, (d) residual error, and (e) net infports. 


1 See Campbell, op. cit., p. 234. 2 See footnote 5, p. 68, below. 
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towards low productivity sectors or from lower productivity within sectors.? 
In Table IV are shown the labour distributions in Wales and the U.K. and the 
estimated outputs per head in the main economic sectors of both regions. 
Unfortunately, the only available breakdown of the working population of 
Wales is that provided by the 1951 Census of Population,’ so that the numbers 
engaged in the various sectors in both the U.K. and in Wales have had to be 
taken from the occupational distributions given in the 1951 Census.* How- 
ever, there is no reason for thinking that this will seriously affect the com- 
parison. 

It will be seen from Table IV that it is only in manufacturing industry 
that the estimates indicate any superiority for Wales in output per person 
engaged.4 The discrepancy between Wales and the U.K. in the level of 
productivity in agriculture is especially striking, although not entirely sur- 
prising. The relatively low productivity per head in gas, electricity and 
water and in distribution probably reflects mainly the high degree of isolation 
of much of the population of North and mid-Wales. Taking the total of all 
the sectors, the estimated output per head in Wales averages out at £444, or 
some 14 per cent less than the U.K. average. 

In assessing the degree to which this relatively low output per head in 
Wales is due, on the one hand, to lower per capita output in particular sectors, 
and, on the other hand, to the peculiarities of the economic structure of 
Wales, one is faced with familiar and formidable difficulties. In principle, 
the difference in per capita output arising from lower output within sectors 
could be measured by the index 


=(Pux Ew) / Sie 


and the difference attributable to economic structure by the index 


2'(Pw Epx) 
/ 2(Pw Ew) 


where P represents gross output per person engaged and E the percentage of 
the total labour force engaged in each sector. The suffixes denote Wales and the 


1Jn this section the nebulous word ‘ productivity ’ is used simply as a shorthand form 
of ‘ value of gross output per person engaged ’. 

2 The industrial distribution of employees and unemployed is, of course, available for 
1950; but to use these figures rather than those of numbers engaged would introduce 
serious errors, both absolutely and relatively between Wales and the U.K., for sectors where 
self-employment is substantial—i.e. agriculture, professional services, distribution, etc. 

’ This is one reason why the total outputs per head shown in Table IV differ from those 
mentioned on p. 62-4 above, for which mid-1950 population figures were used. Other reasons 
for differences are that the total output per head in the U.K. is shown in the table as a 
Lackner es Peg sere for Wales, rather than vice versa, and that the gross 
outputs u in Table exclude certain items (menti i i 
cannot be allocated to individual sectors. pee Nebegee Settee Vie oe) 

4 This average, of course, conceals wider variati in ei i ion—i i 
’ branches of manufacturing industry. baile cso Rie bathed 

5 According to some estimaiss (as yet unpublished) made by Mr. M. B 
Department of Agricultural Economics, Untversieg Soltegs of Wales, Pyseet heey 5 Se 
substantial number of farms in Wales in 1951-52 were making a net loss if the labour 


contributed by the farmers and their wives w: : 
and treated as a cost. as valued at the wage of an ordinary labourer 
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U.K. respectively, and the summation is carried out over sectors. A limitation 
on this kind of comparison is, of course, that it rests on implicit assumptions 
of an unrealistic character.! Moreover, the results are not wholly unambigu- 
ous in the sense that the complementary index numbers (indicating the 
decline in the U.K. average output which would result from attributing to 
the U.K. Welsh outputs per head and the Welsh labour distribution respec- 
tively) do not yield entirely similar results. 

If one is prepared to overlook these difficulties, however, the data shown 
in Table IV indicate a value of 114 for the first index and of 103 for the second 
index, suggesting that the achievement of U.K. levels of gross output per 
head would raise the average output in Wales by 14 per cent., while altern- 
atively, a twisting of the economic structure of Wales to the U.K. pattern 
would raise it by 3 per cent.? It seems reasonable to conclude from this that, 
as a factor making for the lower overall output per head in Wales, relatively 
low output per head within sectors is of very much greater importance than 
the peculiarities of the structure of the Welsh economy. Indeed, in view of 
the small value obtained for the second index and the basic uncertainties of 
the whole comparison, it would be unsafe to conclude, as a matter of practical 
policy, that a redistribution of the Welsh labour force along U.K. lines would 
necessarily raise the overall output per head. 


Conclusion 

Put briefly, then, these highly provisional estimates at least succeed in 
high-lighting two major types of problem which seem to face the Welsh 
economy. The first, and simplest, is to discover a way in which that part of 
the Welsh population which is at present inactive? can be brought into 
economic life—always assuming, of course, that the absence from paid 
employment of a large section of the female population of Wales is enforced 
through lack of opportunity rather than the result of a perfectly free choice. 
This is in fact an assumption which would not arouse much disagreement. 

The second, and more tangled, question is that of low output per head 
in Wales, especially in the primary industries. At first sight the problem 
of low output may appear one which is only too well-known and straight- 
forward. In this context, however, the issues are not entirely simple. The 
weakest sectors in the Welsh economy, if the estimates are not wildly wrong, 
are clearly agriculture and mining, and in these sectors the major difficulties 
are generally agreed to be geological and geographical. For this reason, the 
solution so far as Wales is concerned, given the aim of raising average output 
per head, is a drastic reduction in the labour force of these sectors and the 


1 To be precise, gross output per head and numbers engaged in each sector are assumed 
to be wholly independent variables. 

2 The fact that the actual overall U.K. average output per head was only 14 per cent 
above that for Wales shows merely that the effects of such changes are not additive—e.g., 
the benefit of a switch of the labour force to the U.K. pattern would depend partly on whether 
U.K. per capita outputs or Welsh per capita outputs were being assumed. ve. 

3 The unemployed are not meant here, of course; as mentioned earlier, this is a rela- 
tively minor—though intractable—problem at the moment. 
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transference of labour to sectors where Wales has a smaller relative dis- 
advantage or even a'superiority in productivity. But in the context of the 
U.K. balance of payments, of course, smaller supplies of Welsh beef and 
anthracite might be regarded as a very questionable development. One is 
beginning, in other words, to raise questions where the interests of a particular 
region may appear not to coincide with those of the wider region of which it 
is a part. 

However, these are weighty issues to be raising on the basis of such 
crude estimates. All that is necessary to say here is that they illustrate the 
kind of problems on which the more exhaustive investigations on which we 
are now engaged here can throw some light for the guidance of our policy- 
makers. 


University College of Wales, 
Aberystwyth. 


APPENDIX 


A complete set of the estimated social accounts for Wales is being circu- 
lated by the Department of Economics, University College of Wales, 
Aberystwyth, and can be obtained by anyone interested in the Welsh economy 
or in regional economic analysis generally. This gives full statistical notes 
and descriptions of the methods of estimation employed. The present note 
will indicate only the broad outline of the methods and sources used to 
construct the tables shown in the text. 


Table I 


Consumers’ expenditure was estimated almost entirely on the basis of the 
1950 Census of Distribution, appropriate ratios derived from this being 
applied to the Blue Book figures for the U.K. ; other sources (reports of 
nationalised industries, statistics of cinema seatage, etc.) were used for items 
not covered by the Census of Distribution. The expenditure by public 
authorities on goods and services was estimated from local government 
financial statistics, numbers in police forces, local and central government 
personnel, numbers in Armed Forces, etc. Estimates of capital formation 
were based in most cases on the share of the sectors concerned in the gross 
product of those same sectors in the U.K. as a whole, although in the cases 
of nationalised industries, housing and other building, direct estimates were 
possible. Indirect taxation was estimated from the difference between con- 
sumers’ expenditure at market prices and at factor cost. (The latter values 
were derived from market values by applying the same correction as that 
indicated for the U.K. by the Blue Book.) Subsidies were calculated on a 
similat basis for consumers’ expenditure on food, from local authority 
returns for housing and school meals, from Farm Incomes in England and 
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Wales and the Digest of Welsh Agricultural Statistics for agriculture, and on a 
proportional basis (i.e. share of the Welsh industry in the U.K. total) for other 
sectors. The figure for net exports, of course, is simply a residual—a notori- 


ously unreliable character. Incomes were taken from the estimates made for 
Table IV. 


Table IIT 


‘The estimates of personal incomes in Wales were derived from Table 98 
of the 94th Report of the Commissioners of Inland Revenue. In the case of 
wages and salaries additions were made in respect of non-industrial civil 
servants, merchant seamen and Armed Forces ; the estimated incomes of 
the two former groups were taken from the appropriate table in the ‘ county 
tables ’ presented in the 95th Inland Revenue report. An adjustment was also 
made for the rise in incomes between 1949 and 1950. This latter adjustment 
was also made for professional earnings and for rent, dividends and interest ; 
otherwise the Inland Revenue figures were used for these groups without 
change. 


Table IV 


For agriculture, wages, rent, and farmers’ income were calculated from 
the Ministry of Agriculture’s Farm Incomes in England and Wales, and from 
acreage estimates of various farm-types made by Mr. M. B. Jawetz, of the 
Department of Agricultural Economics, Aberystwyth, in an unpublished 
paper. A grossing-up factor was applied to net income to reach comparability 
with the Blue Book figures. For mining and quarrying, manufacturing, and 
gas, electricity and water, wages and salaries were estimated from 1950 Census 
of Production data. Profits were estimated from labour and raw material 
costs used in conjunction with the percentages shown for various trade groups 
in recent Inland Revenue reports. For distribution, wages and profits were 
estimated in a similar way from the data contained in the 1950 Census of 
Distribution. For other sectors, estimates of wages and profits were based on 
reports of the nationalised industries, afforestation acreages, landings of fish 
in Welsh and other ports, statistics relating to the output of building and civil 
engineering, new housing construction, numbers of commercial vehicles 
registered in Wales, expenditure on health and education by local education 
authorities and the Welsh Board of Health, and from employment data given 
in Ministry of Labour returns and the Census of Production. In every case 
calculations were made on a similar basis for the U.K. and compared with 
the Blue Book data, corrections being applied wherever it was necessary 
and feasible. For employers’ contributions under National Insurance, 
employment data were used in collaboration with the statutory contribution 
rates ; other employers’ contributions were assumed to bear the same ratio © 
to these as was the case in each sector in the U.K. as a whole. 
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HAS THE DISTRIBUTION OF INCOME BECOME 
MORE UNEQUAL? 


By Dub Ley SEERS 


The publication of the 1955 National Income Blue Book takes the series 
of income statistics up to 1954, as well as introducing several revisions. We 
are now able to assess the effects of economic developments in the past few 
years, including the policies of the Conservative Government, on the dis- 
tribution of income and on the living standards of different classes. 

In papers published in the Bulletin a few years ago (some of which were 
reprinted in my monograph The Levelling of Incomes since 1938), 1 showed 
that there had been a substantial shift towards the wage-earner in the dis- 
tribution of income (particularly in the distribution of ‘real’ income) 
during the war. The share of wages in the national product had not changed 
significantly, but the limitation of dividends had raised the share of wage- 
earners in personal income, while the increase in direct taxes had produced 
a rather greater shift in post-tax income, and price movements had further 
favoured the wage-earner in so far as the subsidisation of food prices had 
meant that living costs had increased proportionately less for the wage- 
earner than for other sections of the community. Under the Labour Govern- 
ment of 1945-50, there was a further shift towards the wage-earner, but it 
was not nearly so great : wages continued to rise more rapidly than property 
incomes, but the social impact of direct taxation did not change much, and 
while prices continued to rise, they increased almost as much for goods bought 
by wage-earners as for purchases of other classes, because of the ceiling on 
food subsidies and the sharp rise in tobacco taxation. 

What has happened in the last few years ? In some quarters it seems to be 
believed that the rise in wages has been so rapid that the egalitarian trend has 
continued ; in others, that the Budgets and increases in dividends have 
restored inequality on the pre-war scale. Is one of these views broadly 
correct ? Or is the truth somewhere in between ? 

The clearest way of analysing changes in income is to proceed step by 
step, starting with the division of the national product between wages and 
other incomes, and then allowing in turn for changes in undistributed profits, 
in taxation and in prices, until we end with the distribution of ‘ real’ dis- 
posable personal income. 

We need not concern ourselves with year-to-year changes, and I propose 
to take figures for 1938, 1946, 1950 and 1954 only. Comparing figures for 
1938 and 1946 will show the effects of the war and provide an opportunity 
for checking, from the latest official estimates, the results given in my earlier 
papers. The year 1950 was chosen as an intermediate one in the post-war 
period. It was the last complete one of the Labour Government. (The year 
in which the Government changed, 1951, is unsatisfactory as a reference year 
because prices, taxes, and incomes were fluctuating rather erratically under 
the impact of the Korean war.) 
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Share of wages in the value of output 
The share of wages in the value of national production seems to have 


continued stable, as it has apparently been for decades. How we handle most 
detailed points does not affect the general conclusion very much, but it seems 
preferable to treat employers’ contributions to national insurance as indirect 
taxes, instead of as part of the domestic product (at factor cost). Whether we 
include“ stock appreciation ’ or not makes more difference, and, since there 
is something to be said on both sides of this controversy, I give the answer 
on both definitions. Neither of them, however, shows much movement : 


Wages as percentage of Gross Domestic Product (G.D.P.) 


1938 1946 1950 1954 
When G.D.P. : 
Excludes stock appreciation 20¢ 39 38 41 40 
Includes stock appreciation ing 40 37 39 40 


The ratio was slightly lower in 1946 (when part of the labour force was 
still receiving forces’ pay) than in 1938, and whether one considers the 
percentage high or low in 1950 depends on the view one takes of stock 
appreciation. 

However, by and large, the traditional stability in the region of 40 per cent 
continued.! To digress from the main theme for a paragraph, this continued 
stability is slightly surprising, if one allows for the changes in the structure, 
of industry over these 18 years and bears in mind the differences in the share 
of wages from industry to industry. In particular, manufacturing has 
probably become more important in the national product, and the share of 
wages in manufacturing is high. The share of national product produced in 
the metal-using industries, which are fairly wage-intensive, has certainly 
risen sharply. On the other hand, public administration and the social 
services, in which salaries are more important than wages, have also grown, 
and the rise in import prices relative to wages would have tended, as Kalecki 
has demonstrated, to reduce the share of wages in the domestic product. The 
stability we see above is, therefore, the result of opposite influences balancing 
one another. 

But stability there has been. In view of the opposing effects of structural 
changés, we can conclude that there has not been much change in the 
distribution of the product of industry between labour and capital.2- Move- 
ments in favour of, or unfavourable to, the wage-earner must be sought 
elsewhere than in industry. 


Distribution of personal income 
Next let us turn to the distribution of personal income. 


_ ? The historical stability revealed by Sir Arthur Bowley was in terms of nef national 
income, but using gross domestic product would have made little difference. So one con- 
cludes that stability did in fact continue, although the percentages above, would, of course 
be slightly higher if the denominator excluded depreciation allowances. (On the other hand, 
they would also be slightly lower if the authors of the Blue Book had, like Sir Arthur, 
included shop assistants’ earnings in salaries instead of wages). t 
k A J.e. in an average weighted, if we could do so, by the same industrial structure through- 
ut. 
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TaBLE [! 
The distribution of Personal Income 


Amounts ({£ millions P t 
Type of income ( ) ercentages 


1938 1946 7950 1954 1938 1946 1950 1954 

Property income ae} Mee2On 812860598 153200 961,678 22 15 12 LZ 
Mixed incomes ... we 643 1,077 1,247 1,504 13 12 12 11 
Wages... +s ~««| 1,920 ~3,270° "4,580 ~ 6,170 38 38 43 44 
Salaries and pensions 982 1,756 2,534 3,447 20 20 24 24 
Forces’ pay... os 66 577 230 335 1 7 2 2, 
Social security benefits 275 672 755 1,021 5 8 7 7 

Total ... .--| 5,014 8,638 10,666 14,155 | 100 100 100 100 


_ Notes. “Property income’ covers rent, dividends and interest. ‘ Mixed incomes’ 
include earnings of professional people, farmers, shopkeepers and other self-employed. 
“ Pensions ’ include pensions of civil servants and employers’ contributions to pension funds. 
“ Social security benefits ’ include national insurance benefits, national assistance benefits, 
family allowances and pay on release leave. 

The items correspond to those in Table 2 of the National Income Blue Book, except 
that employers’ contributions to national insurance are excluded, and figures for ‘ mixed 
incomes ’ (and therefore total personal income) have been adjusted to make them net of 
depreciation allowances and stock appreciation. (Estimates of stock appreciation for the 
self-employed in 1938 and 1946 were taken from Cmd. 8203). 

1 In this and succeeding tables the percentages may not add exactly to 100 because of 
rounding. 

The smallness of the rise in property income up to 1950 represents the 
effect of cheap money policy, rent control and (in particular) dividend limita- 
tion. Corporate profits rose in line with wages, indeed somewhat faster, but 
until 1950 the increase was absorbed almost entirely by profits tax or com- 
pany reserves. It was only after 1950 that dividend payments started to rise, 
thus stabilising the share of property income in personal income. 

It can be seen that the share of the self-employed has continued to decline 
slightly. This is, however, one of those summary conclusions which may 
mislead the unwary, for the share of farmers in personal income has about 
doubled (even though 1954 was a bad year for agriculture), whereas the 
shares of professional people and other self-employed have declined quite 
considerably throughout the period. 

Since wages retained an approximately constant share of the national 
product, and since the proportion of the national product converted into 
personal income fell between 1938 and 1950 (because of the rapid increase in 
undistributed profits), the share of wages in personal income rose. In 1946, 
this rise was masked by the incompleteness of demobilisation, but it had 
become clear by 1950, after which there was little further rise. ‘That there 
was any rise at all in recent years, after dividends started to take an increasing 
share of the national product, must be attributed to the continued slowness 
of the rise in rents, in interest payments, and in the incomes of the self- 
employed. en 

At first sight, the development of salaries seems to have been very similar 
to that of wages, and to have implied that, gontrary to the common impression, 
salary-rates have kept pace with wage-rates. One explanation is, however, 


76 THE BULLETIN 


that the number of salaried employees has increased much more than the 
number of wage-earners. Between 1938 and 1946, the civil service grew 
considerably, while subsequently there were large increases in the numbers 
of salaried employees in the social services, and the proportion of salaried 
employees in private industry may well have risen.’ Secondly there has 
been an increase in private pension schemes, which has raised this percen- 
tage, but only by about one unit. There may also have been a change in the 
composition of salaried staff. Still, these figures suggest at least that salary- 
rates have not fallen so dramatically compared to wage-rates as is widely 
believed, or indeed as was implied by official estimates in earlier White 
Papers and Blue Books. 

The rise in the proportion of personal income obtained from social 
security benefits since 1938 seems surprisingly small, and the decline since 
1946 is even more surprising. The latter point is easily explained, however, 
because the 1946 figures were inflated by the pay of those on release leave 
(£163 millions, or 2 per cent of personal income). It should also be remem- 
bered that unemployment was quite heavy in 1938, but negligible in the post- 
war years considered here. 

The general picture, therefore, is that the shift in the distribution of income 
from property income to labour incomes and social security benefits, which 
had been considerable between 1938 and 1946 and had continued up to 1950, 
virtually ended then. 


The distribution of personal income after tax 

The next step is to allow for direct taxation. Unfortunately, the Blue 
Book gives us estimates of taxes paid in respect of categories of income rather 
broader than those previously used. Separate data are given for forces’ pay 
and for ‘ transfer incomes’, which apparently have the same coverage as 
what I have called ‘ social security benefits’. But taxes paid in respect of 
wages are not distinguished from those paid in respect of salaries, nor are 
any others shown separately. 

Let us first make do with what information we can calculate directly 
from the Blue Book. This is shown in Table II. 

Comparing Tables I and II, it can be seen that for each year, pre-war or 
post-war, the effect of direct taxation was to reduce the share of property 
income and mixed incomes by about 3 per cent, with a corresponding rise in 
the shares of wages and salaries. It seems curious that this effect has not 
increased since 1938, in view of the considerable increase in rates of direct 
taxation. One reason is that while no income tax (to speak of) was paid by 
wage-earners in 1938, and not much by salary-earners, the very rise in their 
incomes has pushed millions of employees into taxpaying brackets. Secondly, 
direct taxes include not only income tax and surtax, but also national insur- 
ance contributions, and the rise in the rates of contributions has particularly 


1 Increases in the productivity of factory operatives are usually not 
; matched by t 
clerical workers, so that more office staff has to be hired to handle the increased paper Rs 
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ore TABLE II 
The distribution of personal income after tax 


eee 


Type of income Amount (£ millions) 


Percentages 


1938 1946 1950 1954 1938 1946 1950 1954 


Property income and 


mixed incomes ol wk OSS 1,794 2,015 2,559 33 24 21 20 
Wages and salaries ...| 2,793 4,476 6,421 8,774 60 60 68 69 
Forces’ pay < Sse 65 554 213 317 1 7 Z 3 
Social security benefits 275 665 745 1,007 6 9 8 8 


Total disposable income | 4,671 7,489 9,394 12,657 | 100 100 100 100 


1 The figures in this Table do not quite correspond to those in the bottom half of Table 8 
in the Blue Book, because although the notes say that Forces’ pay has been redefined to 
exclude ‘ non-effective’ pensions and gratuities, and the item in Table 2 has been thus 
treated, the authors apparently did not adjust this table. 


affected employees—it has had only a slight effect on ‘ property and mixed 
income’. Lastly, there are, of course, many ‘small’ business men who pay 
rather little taxation. 

One might have expected recent tax changes, nevertheless, to have had 
some effect, particularly the reductions in rates of income tax. Here again, 
the effect has been muffled by income changes ; it has been accompanied by 
rises in dividends which must have themselves generated considerable 
revenue. 

To illustrate these comments, here are the percentages that direct tax 
payments took out of : 


1938 1946 7950 1954 
Property income and mixed income ... ae Po LS: 24 22 20 


Wages and salaries - 360 3 ae Ri 4 ‘mi 10 9 

While changes in the rate of taxation have slightly outweighed these 
other influences on the proportionate tax burden borne by property income 
and mixed income, both when rates were rising and when they were falling, 
we have to use a decimal place to see the net effect” :— 


Share o evty and mixed incomes in personal income 
adcanes 1938 1946 1950 1954 


Before tax ... aoe Fe e's 5. 4.35.3 27.4 24.1 2225 
After tax ... rep ae, 5 son EYRE) 24.0 21.4 20.2 
Difference aA CON = Prose 2.9 3.4 2.7 2.3 


Although no information is given us about the respective tax loads on 
‘ mixed’ compared to ‘ property ’ incomes, we can confidently say that the 
continued decline after 1950 in their combined share of post-tax income is 
due mainly to the fall in pre-tax mixed incomes already noticed. 


1 Throughout this section it should be borne in mind that ‘ pre-tax’ dividends are 
ffected by taxation on profits. : 

: t This ee aka not merely how small has been the change in the burden of 
taxation, but how small is the effect of direct taxation anyway in the distribution of personal 
income. The shift achieved by direct taxation in 1954 (from 22.5 per cent to 20.2 per cent) 
is not great by comparison with the effect of other changes since 1938 on the pre-tax dis- 
tribution (which shifted the share of property and mixed incomes from 35.3 per cent to 
22.5 per cent). 
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We can, however, make some attempt to separate the effects of taxes on 
wages and salaries, so as to show the development of each after taxation has 
been paid. This is something that the authors of the Blue Book once used to 
do for us, and perhaps we should be warned by the fact that they no longer 
attempt it. On the other hand, it is a most useful step, as we shall see, and 
ought not to give rise to very great error: so perhaps a private writer can 
attempt at least a few cautious footsteps where the statisticians of Great 
George Street fear to tread. , 

The last official estimates of taxes on wages and on salaries were published 
in the 1952 Blue Book. These gave us figures for 1946 and 1950 (and Cmd. 
7933 gives similar estimates for 1938), but while the total tax burden has not 
been revised, wage-earners have now been re-defined to include shop 
assistants, who were previously classed as salary-earners.’ To allow for this 
change, a small percentage has been added to the previous official estimates 
of the taxation paid out of wages.? The last figures given are for 1951, and 
somewhat fortunately the total income tax paid in respect of salaries and 
wages was almost the same in 1951 as in 1954. This allows us to make the 
working assumption, to be assessed below, that the tax burden was divided 
in the same way between the two types of income in each of these years. On 
this basis we would split the figure in Table II for post-tax wages and salaries 
as follows :— 

Type of income Amount (£ millions) Percentages of total post- 


tax personal income 
1938 1946 1950 1954 | 1938 1946 1950 1954 


.| 1,864 2,995 4,200 5,706} 40 40 44.7 45.1 


Wages ee er nae : 
Salaries and pensions ce ...| 929 1,481 2,221 3,068) 20 20) 9.23.7, 924.3 
Total ... aoe a: ...| 2,793 4,476 6,421 8,774) 60 60 68 69 


These figures suggest that the slight rise noted for the combined total of 
wages and salaries after 1950, like the much greater rise from 1938 to 1950, 
applied to both types of income. However, this has depended on the working 
assumption that they have each continued to bear the same proportion of 
their combined income tax since 1951. Now the tax concessions which have 
been given have particularly affected the middle-income brackets. Con- 
sequently, although both wages and salaries have increased, it appears 
likely that the tax burden on the latter has tended to fall slightly, relative to 
the former. (Table 28 of the Blue Book gives the incidence of tax on various 
income groups for 1949, which can be taken as nearly the same as for 1951, 
and also for 1954). It seems that the assumption made may tend to under- 
state slightly the rise in taxes on wages and thus to overstate slightly the rise 
in post-tax wages. The share of wages in post-tax income has therefore been 
approximately constant. The only significant change in the distribution of 
post-tax income which has occurred since 1950 seems to have been a slight 


1 See the 1953 Blue Book, p. 73. 
* It will be clear that the conclusions are not sensitive to errors in this percentage. 
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gain by salary-earners at the expense of those with mixed incomes. We can 
conclude that there was little change in the social composition of disposable 


money incomes between 1950 and 1954, after a considerable shift towards the 
working class in the previous twelve years. 


The distribution of real incomes 

The last effect to take account of is price movements. In normal times, 
one might expect all classes to lose (or gain) more or less equally from move- 
ments in retail prices, and therefore one would be satisfied to close the 
analysis at a discussion of the distribution of incomes after tax. But the 
period under discussion has seen the growth, the limitation, and then the 
decline, of subsidies on foodstuffs, which play a much greater part in working- 
class expenditure than in the expenditure of other classes. These movements 
have, therefore, had a strong effect on the distribution of real, as opposed to 
money, incomes. 

We have two indices available to indicate the social impact of price 
movements. One is the interim index of retail prices, which Professor Allen 
has linked to 1938, covering the purchases of wage-earners. The other is 
the National Income White Paper index of-consumer prices, covering the 
purchases of all consumers. These do not quite have the same weighting 
system, but, except for the 1946 figures, it is unlikely that this matters very 
much.’ The main difference in treatment (in the pricing of beer) has been 
removed. 


The two series are as follows: 
1938 1946 1950 1954 


Index of retail prices (working-class) ... 545 secant O10) 154 185 232 
Index of consumer prices (whole nation) ne Es, LOO 170 206 244 


The differences in the behaviour of these two series from 1938 to 1946 and 
from 1950 to 1954 is too great to be explained wholly by differences in the 
way the indices are constructed. 

From 1938 to 1946, there was a big difference in favour of the working- 
classes, mainly because of food subsidies. Moreover, since the whole nation — 


1 The official series for the interim index uses 1950 weights from January, 1952. Pro- 
fessor Allen has carried this back to 1946 by using these weights on the relatives previously 
published, and made a 1938 to 1952 link by using the Fisher ‘ideal’ formula to average 
the results obtained by 1937-8 and 1952 weights. (See Applied Statistics, June 1952). The 
consumer prices index is implicitly weighted by the pattern of expenditure in the year 
concerned, but making 1938 the time base causes rather a hybrid form, since the figure 
obtained is the result of dividing a Paasche index with 1948 as a time base by a 1938- 
weighted index with 1948 as the time base. For the former index, the link with pre-war is 
thus achieved partly with 1938 weights and partly with 1950 weights (which may not have 
been very different), in the latter case wholly with 1938 weights. The link from 1946 to 
1950 uses 1950 weights in the former case, and a mixture of 1946 and 1950 weights in 
the latter case. (The 1946 weights probably give a smaller weight to the sharp rise in food 
prices and therefore show a figure slightly too high for 1946, in comparison with the former 
index.) The link from 1950 to 1954 uses 1950 weights in the former case, and (in effect) 
largely 1954 weights in the latter case, which may also not be very different. Since this is 
a rather crucial question for the conclusions, I weighted the price relatives for each com- 
modity group linking 1950 with 1954 by 1950 weights and obtained a rise in the consumer 
price index of 19 per cent instead of 184 per cent, showing that the difference in the changes 
shown by the two indices from 1950 to 1954 cannot be attributed to differences in the year 
used as a weighting base. 
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includes the working-classes, the cost of living of other sections of the com- 
munity must have risen by a good deal more than 70 per cent, so that this 
comparison understates the egalitarian effect of price changes. 

From 1946 to 1950, the two indices moved along parallel paths. From 
1950 to 1954, the working-class index went up by 253 per cent, while the 
index for the whole nation went up by 184 per cent, implying a much smaller 
rise for the middle and upper classes than 183 per cent. The difference may 
not be correctly stated by this comparison, because of differences in con- 
struction, mentioned above, but the living costs of the working-classes cer- 
tainly rose by more than those of the rest of the nation. This was partly due 
to the reduction in food subsidies in 1952 and 1953, but also in part to the 
fact that food prices in any case rose more sharply than other prices.* 

Let us now see what the effects of price movements have been. The 
reader will appreciate from what I have already said that this involves much 
greater possibilities of error than do the foregoing tables. The price indices 
are not quite appropriate either in construction or in coverage, for deflating 
the categories of income I have been discussing. Let us, just for illustrative 
purposes, divide the main categories of income by the most nearly appropriate 
indices, to see what answers we get. Once more, we can assess the answer at 
the end, taking into account the possibility of error. For wages, clearly the 
best index is the index of retail prices (based on working-class budgets). 
Salaries, forces pay and social security benefits, however, go to a wide group 
which can be considered a cross-section economically, and it seems that the 
most appropriate index for them is the index of consumer prices, which 
also, of course, is the one used for the total personal income. 


TaBLeE III 
The distribution of disposable income in terms of 1938 purchasing power (Illustrative 
Sigures) 
Type of income Amount (£ millions) Percentages 


1938 1946 1950 1954 | 1938 1946 1950 1954 


Wages... ae ds .--| 1,865 1,945 2,270 2,460| 40 44 50 47 
Salaries and pensions... sso} OS0. 820.1,080 ACZ55:(" 20 20 24 24 
Forces pay ... ace ame nae OF, 33290 105.130 1 7 2 3 
Social security benefits ... ‘eh fe2To Be S90 S60. AES 6 9 8 8 


Total of employment and social 


income ... : 3,135 3,530 3,815 4,260 | 67 80 84 82 


Total personal income... .-.| 4,670 4,410 4,560 5,190} 100 100 100 100 


If we look at the left-hand side of this table, we see that from 1938 to 
1946 the value of ‘ real ’ income from employment and ‘ real ’ social security 
benefits rose, but the total of real personal income fell. This conclusion 
we would have reached even if we had used the consumers’ Price index, or, 


1 A comparison of Blue Book Tables 24 and 25 shows that the ‘ f, : i 
: ‘ actor 
of food {i.e. excluding taxes and subsidies) rose by 24 per cent from 1950 £199), hile 
factor cost per unit of all consumption rose by less than 19 per cent. ; 
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indeed, any similar index, for deflating all types of income. It does not, 
therefore, depend on the appropriateness of the indices for various types of 
income. We can safely conclude that there was some fall,in the real values 
of the total of the remaining categories, mixed incomes and property income, 
and in fact, that it was a large fall. But exactly what it was, we cannot 
determine. 

From 1946 to 1950, the real value of personal income rose, but not by 
enough to match the rise of employment and social income, so that the total 
real value of mixed and property incomes continued to fall, though very much 
more slowly. Again, the conclusion is not dependent on our choice between 
the two price indices, although this time the reason is that they showed much 
the same rise over this period. 

From 1950 to 1954, however, the total of personal income apparently rose 
by more than the total of employment and social incomes, so that the real 
value of other incomes must have risen. In fact, the total percentage of real 
personal income received in employment incomes or social security benefits 
seems to have dropped back. It seems that price movements achieved 
between 1950 and 1954 a shift in income distribution not noticeable in the 
distribution of post-tax money incomes. It may well be, however, that the 
movement of prices over this period did not affect the working-class and the 
rest of the community as differently as these price indices indicate. If this 
is so, a comparison of Tables .I and III probably rather exaggerates the 
influence of price movements. Nevertheless, since Table II showed virtually 
no change in the distribution of disposable income, and since it is certain 
that the big rise in food prices hit wage-earners harder than otters, there 
must have been some decline in the share of real wages, and of total employ- 
ment and social income, in real personal income. However, any error in the 
retail prices index over this period is probably upward, and we can safely 
conclude that the share of real employment and social incomes zm foto is at 
least as high as in 1946. Therefore, we can also conclude that economic 
developments from 1950 to 1954 have not taken the distribution of real 
income more than a small fraction of the way back to the pre-war distribution. 

However, this shift back was different from the original levelling tendency 
in one important respect, which again does not depend on the price indices 
used. Although up to 1946 the total real value of property and mixed incomes 
fell, not only relatively but absolutely, after 1950 the shift back took the 
form, not of a shift of real income away from the wage-earner, but of a slower 
rise in real wages than in other incomes (particularly property incomes and 
salaries). 

Diagram A shows, at the top, the movement in the share of real personal 
income taken by employees and pensioners, and below this some of the main 
factors influencing this, according to the analysis above, are picked out. 
Some notes on changes within classes 

The distribution of income has been psed here in a technical and limited 
sense, as the share wage-earners (or employees) take of total income. There 
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DIAGRAM A 


THE EFFECT :— 


CHANGES IN DISTRIBUTION OF REAL INCOME 


the share of real employment & social income in real personal income 
90 (see Table 1.) 


80 : 
70 
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SOME CAUSES :— 


DIVIDEND LIMITATION 


the percentage of company profits not distributed 


ae TAXATION 


personal tax payments as Z of personal incomé 


a 
PRICES 
120 noe aS 
national price index as ratio of working class * 
#0 
100 


*a rise means Price movements tend to 
favour the working classes 


feta 1946 1950 1954 
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may have been great changes within these large classes. In my previous 
papers, I showed that there had been tendencies for the real gap between the 
wages of skilled and unskilled workers to be narrowed, as well as between 
those of men and women. We lack the detailed figures for continuing this 
analysis, but there is one general indication. 

If we turn the post-tax income distributions for 1949 and 1954 in Table 
28 of the Blue Book into cumulative distributions, and express the number of 
incomes and the amount of incomes as percentages of the total, we get 
cumulative (Lorenz) curves showing the amount of income going to the top 
IO per cent, 20 per cent, etc., of income receivers. These curves are shown 
together in Diagram B. 

By making them in this way comparable, one striking feature emerges— 
they cut each other, something very rare in inter-temporal comparisons of 


DIAGRAM B. 


CUMULATIVE PERCENTAGE DISTRIBUTIONS OF INCOME AFTER TAX, 1949 & 1954 


(cumulation is from the top:—thus the point Y shows that in 1949 the highest 


11Z of incomes received 297% of post-tax income.) 
100 


so é Lo 
Z* 
¢ 
ra 
wg 
AS 1949 —e— 
1954 —+— Be, 
Z 
7 
os 
70 E 
Z 
Z 
Z 
y 
* 60 
e 
» 
. 
~ 
S50 
Ui 
oe 
ty 
E f’ 
v 
§ 40 if 
7 
us 
7 
A 
30 
YY 
/ 
7 
if 
20 f} 
Ui 
¢ 
10 
Cc 10 20 30 40 50 60 70 80 90 100 


no. of incomes 


84 THE BULLETIN 


Lorenz curves. The intersection occurs at a level corresponding to 30 per 
cent on the axis of incomes. This means that there was no shift between 1949 
and 1954 in the distribution of post-tax income as between the top 30 per cent 
and the bottom 70 per cent of income receivers. Although the definitions of 
income are not the same, and although the top 30 per cent must include salary 
earners (even some wage-earners) as well as property-owners, this is roughly 
compatible with the stability of incomes by source between 1950 and 1954, 
shown in Table II." ; 

What we can also read here, however, is that within the lowest 70 per cent 
the distribution of income became more unequal, while within the top 30 
per cent it became more equal. There are some clues to help explain these 
developments. The earnings and wage-rates indices show that, contrary to 
the movements up to 1950, men’s wages tend to rise a little more rapidly 
than women’s between 1950 and 1954, while the L.C.E.S. wage-rate indices 
(though limited in coverage) suggest that wage-rates of the skilled now rose 
about parallel to those of the unskilled—after a tendency for the gap to 
narrow up to 1950. If we could allow for tax changes, we would presumably 
get a definite opening of the gaps after 1950 (or 1949), both the gap between 
male and female wages, and the gap between wages of skilled and unskilled, 
for income tax hardly affects women or unskilled workers in comparison with 
skilled workers, who therefore gained relatively more from tax concessions. 

Thus, the greater inequality within the poorest 70 per cent shown by the 
diagram is explicable. However, the diagram shows only money incomes. 
Even within the bottom 70 per cent, the proportion of income spent on food 
must be greater for the lowest incomes. Thus, the appropriate indices 
would show larger increases in the cost of living, the lower one went down the 
income scale. Consequently, real income would have shifted more in favour 
of the higher-paid workers than the diagram suggests. However, this shift 
would still be small compared to the shift in the opposite direction from 1938 
to 1950. 

The top 30 per cent form such a mixed group that it is difficult to account 
for greater equality amongst them, which is, in any case, rather surprising, 
considering we are dealing with incomes after tax. One reason is doubtless 
the more rapid increase of saiaries than of property and mixed incomes, 
which presumably outweighed the regressive effect of income tax concessions. 
In this case, on the other hand, price movements may have slightly offset the 
levelling effect of changes in money incomes. 

However, these brief notes do not by any means amount to a compre- 
hensive survey of changes in economic inequality, which would have to take 
account of changes in incomes of various occupations, between different 
industries, etc. I have only dealt with changes as between very broad 
economic categories. 


1 The basic data for income distributions are not very secure, and not many points are 
available for drawing the curves. So too much should not be built onjthem. In particular 
a slight shift in one of the points might displace horizontally the point of intersection quite 
a lot—the figure of 30 per cent is therefore only approximate. 
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Recent developments 


This paper would not be complete if I did not deal with two other points. 
One is what has been happening since 1954, for the latest information in the 
Blue Book is already a year old. 

I am inclined to think that, when estimates are eventually available for 
1955, they will show only a slight further move towards inequality. It is 
true that the 1955 April Budget was technically regressive, in the sense that 
it increased the incomes of the higher income groups by relatively more than 
it increased the incomes of the lower income groups. Those paying no income 
tax at all, of course, gained nothing,! while over half the value of the con- 
cessions went to those with 4-figure incomes, increasing their total post-tax 
incomes by some 5 per cent (with correspondingly higher figures for the top 
strata). 

Yet, the implications of what has been written above is that changes in 
income tax are of relatively minor importance. The reason is that under 
present conditions, their effects tend to be swamped by other changes in 
incomes. For example, the 1955 Budget gave possibly some {£50 millions to 
the middle and upper classes over and above what was necessary to achieve 
proportionate rises in disposable incomes parallel to what it gave the wage- 
earners. But the rise in the total of wages (pre-tax) was £440 millions between 
1953 and 1954, or about 8 per cent. Judging from the earnings enquiry for 
April, the increase in the wage-bill from 1954 to 1955 is likely to be some 
£650 millions, or over 10 per cent. 

More important as an influence on the distribution of income after tax 
has been the continued rise in dividends, which is likely to cause a further 
large increase, in fact, probably larger than last year’s, in distributed property 
income (helped by a slight thawing of rents and an increase in interest rates). 
‘ Mixed incomes’ will also show the effect of a better harvest and the big 
increase in retail turnover. Finally, the rise in prices has once rhore been 
primarily a rise in food prices, with the tendency, as before, to affect the real 
incomes of wage-earners more than of other classes, although the rise in 
earnings has continued to exceed the rise in the interim index of retail prices. 

(The autumn budget will have no significant effect on the distribution of 
real income in 1955, and in any case would not appear likely to have great 
effects even in 1956, except that the ending of the ‘D Scheme’ and the 
limitation on housing subsidies are further regressive steps.) 

In brief, all the tendencies of the previous 4-year period have continued, 
possibly with some acceleration, so that the total effect is likely to have been 
some further small shift in the distribution of real income away from wage- 
earners, achieved by faster increases in the other forms of real personal 
income than real wages, but still leaving the distribution considerably more 
equal than in 1938, and also more equal than in 1946. 


1 Unless they were so near paying tax that a wage-rise would have made them eligible 


this year. : 5 
2 Although the increased tax on distributed profits may check further increases in 


dividends, it hardly is likely to cause an actual reduction. 
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The Effect of Capital Gams. \ 

Finally, one major qualification so far as the social interpretation of these _ 
conclusions are concerned. I have, up to now, ignored capital gains. The” 
big rise in share prices in 1954 must have had a considerable effect on con- 
sumption—it is not likely to have had an important effect in 1950, or in 
the earlier years. The Actuaries Index of ordinary shares rose from 113 to 
152 during 1954,! partly, but. not wholly, because of dividend increases. 
How this affects the public, as opposed to industry itself, cannot be said, 
because the total value of the shares in the hands of the public is not known. 
But clearly it must have made the public richer by several hundred million 
pounds ; and since ordinary shareholdings are concentrated almost exclu- 
sively in the hands of the higher income groups (ordinary shares are, in fact, 
the most unequally distributed of all forms of capital), there was a corres- 
ponding increase in the assets of these groups. 

It is, of course, by no means certain to what extent gamblers consider they 
can spend capital gains.? But it would not, I think, be incorrect to assume that 
a large fraction is in fact spent. Even long-term gamblers may well have 
considered this rise overdue and irreversible. If they had found post-war 
circumstances were rather constricting their consumption, they would be all 
the more likely to take the opportunity of tax-free relief which fortune had 
provided, and the automatic increase in collateral for overdrafts would make 
this quite practical. Some corroboration of this interpretaton is provided by the 
(admittedly shaky) figures for personal savings. These show a slight decline 
from 1953 to 1954 despite the continued increase in money incomes and the 
stability in the prices of consumer durables. To the extent that the rich use 
capital gains to supplement incomes, there would have been a bigger shift 
(between 1950 and 1954) towards inequality in consumption than there was 
in real incomes. 

(There is another item which should be taken into account to complete 
the picture. From 1938 to 1950, there was a large increase in Government 
current expenditure on health and education services, etc., which largely, 
but not entirely, benefitted the families of wage-earners. This did not 
continue to rise greatly after 1950, and may have fallen relative to national 
income.) 


Summary 
‘The final picture is that there has been, in recent years, a slight regre$sion 
towards pre-war inequalities in real incomes, both as between the rich 


and poor, and also within the working class itself. But the emphasis is on the 
word slight. 


1 From the last Tuesday in December 1953 to the last Tuesday in 

* There are those who object to shareholders being called ‘ Sunlads ongng an Oe 
role is to provide capital for industrial advance. Observation of the financial press suggests 
that its writers assume that readers are more interested in which purchases will make them 
wealthy, rather than in where the economy needs injections of capital. In any case, the 
word carries no suggestion of disapproval in the present century, and it draws attention 
to the very phenomenon being considered here, which may otherwise be overlooked 
namely, the tendency of gamblers (in contrast to investors) to spend their winnings. : 


A ‘HUMAN NEEDS’ DIET: AUTUMN 1955 
By 'T. Scuuiz 


The cost of a ‘ human needs’ diet for a family of 5 persons—husband, 
wife and 3 children of school age—that will be discussed in this paper, has 
been computed from data collected between mid-October and mid-Novem- 
ber, 1955.1 The price pattern of the foods included in the dietary from which 
the figure of total cost derives, was found to be different from that established 
by means of a similar dietary about 6 months earlier.2_ Many prices had 
changed ; but these changes revealed no uniform trend. In general, while 
foods supplying animal protein had become dearer, dry groceries had become 
cheaper. The net result of these changes, however, was an increase in the 
total cost of the diet, of a little over 8 per cent, from 63s. per week to 68s. 84d. 
(Table I.) 

The steepest rise occurred in the prices of pork and bacon, which in 
the spring months of the year had been remarkably low—boiling bacon and 
pig’s belly then selling for 1s. 6d. a lb. and even less. By the autumn these 
prices had virtually doubled. On the other hand, cuts of imported boiling 
beef were still to be had at a low cost, good quality Argentine beef (though 
bony and somewhat fat) for as little as 10d. a lb. Thus, although a family 
spending 11s. per week on meat at 2s. gd. a lb., as shown in Table I, could 
have obtained only 4 lb. of meat, the same total outlay might have bought 
over 63 lb. of Argentine boiling beef, still leaving enough for the purchase 
of a 2 lb. joint at 2s. gd. a lb. An outlay of 2s. gd. a lb. could have secured 
either a cut of the cheaper kind of roasting meat or good quality minced 
beef. The inexpensive boiling cuts were, in fact, very much better bargains 
than the dearer cuts suitable for roasting, for which latter nevertheless 
demand seemed to be high in all the working-class districts covered by the 
survey. This preference was bound to be reflected in the relative prices. 

The preference shown by many housewives for the more expensive types 
of food might also provide an explanation for the slight decline that had 
become evident in the prices of certain low-cost groceries, such as pearl 
barley, small-grain rice, dried peas and lentils, demand for which appeared 
to be little affected by small variations in price. A tendency was noticed to 
replace such foods by partly or ready prepared ones—custard powders, cake 
and pudding mixtures, ready-to-eat breakfast cereals, tinned foods, etc.’ 

Prices for blends of tea covered a wide range, extending in many shops 
from about 4s. to 8s. a lb. Teas costing between 4s. and 4s. 8d. a lb. were 
found to yield strong and quite pleasantly flavoured beverages ; yet they 
seemed to be in small demand—which may be one of the reasons why they 
could be obtained by the economically minded. For it was interesting to 
notice that while low-priced cereals and legumes were freely exhibited in 


1 In Oxford, London, Birmingham, Reading, High Wycombe, Newbury, and Banbury. 

2 Cf. T. Schulz, A ‘ Human Needs’ Diet: Spring 1955. BuLvetin, Vol. 17, No. 2. 2 

2 Some housewives explained this substitution by the fact that the ‘ fancy goods require 
little or no preparation and thus gave them time for paid work—or for watching television. 
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TaBLeE I 
Weekly ‘ Human Needs’ Dtet for 5 Persons—Autumn 1955 


Quantity 


Average Changes since Spring 1955 


Price per Quantity Outlay 
Unit? 
syed: Smid: 
(A) Bread -| 19% 402. 74 =< 
Outlay on Group (A) 6 104 
(B) Animal Protein Foods : 
Meat... Se 0 4b Pa fe: Ho} fh) 
Bacon (boiling) ae 12 oz. 30 ee 
Herrings, Kippers, etc. 1  8oz. Lt 0 A 
Eggs... ss ae 8 eggs 44 57) 5 
Cheese ... FOC 5eo 1 12 oz. Za10 +7 5% 
Milk, ordinary sae 16 pt. 7 ae 
do., condensed skimme 2 tins? 10} + 170% 
School Milk ss 5 pt. free : 
Outlay on Group (B) 33 24 +5 7 
(C) Fats 
Margarine 2%b 40z. | ae F 
Lardia ye Oe 8 oz. 1 6 + 9 
Suet and Dripping 8 oz. 1 4 ey 
Outlay on group (C) 45) BE 
(D)Dried Legumes : 
Lentils ... AOC 1 hb 83 
Peas at 1b 80oz. 103 2t 
Outlay on Group (D) 2 Qf 2} 
(£) Other Foods : 
Flour... see Se 3 ib LD ; 
Rolled Oats and Oatmeal 2% 8oz. 10 ae ne 
Barley ... 2ue enc 2 oz... 9 
Rice 8 oz. 9}5 
Semolina 4 oz. 8 = 108 
Macaroni 4 02. 1 0 
Sugar 3 tb 8 = 
Potatoes see 21 lb 3 DSP le: 
Fresh Vegetables 10 lb 8 oz. 54 —1 Oo} 
Various® ee Ses 2 OF + 738 
Outlay on Group (E) 18 6} eit 33 
(F) Tea and Condiments : 
Tea as she a 8 oz. 4 4 SS 0 
Condiments % LO ae 
Outlay on Group (F) 3008 caestint 
Total Outlay ¥ 68 84 +5 8 


1 The price unit is: eggs, one egg ; condensed milk, one tin ; fresh milk, pint ; 

13 Ib loaf ; flour, 3 Ib bag; ‘ various ’ and ‘ condiments ’, total outlay ; all tower ?. 
* Equivalent to approximately 3 pints of skimmed fresh milk and 11 oz. of sugar ac 
* Small grain rice and ground rice in proportion of 1 : 1. ; 
* Carrots, other root vegetables, and greens in proportion of about “ :1:1. 
5 4 oz. of cocoa, 8 oz. of dried figs, dates, or stoned raisins, 4 oz. of syrup. 
6+ 4 oz. of syrup. 7 
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many shop windows the cheapest brands of tea were nowhere thus adver- 
tised, even though they were on sale in many of the shops specializing in the 
retail of inexpensive groceries. 

f There was a seasonal increase in the autumn price of eggs, the price of 
imported preserved eggs having risen to about 44d. per egg, from 34d. in 
the spring of 1955. If in spite of this we have raised the number of eggs in 
the dietary in Table I, from 6 in the spring to 8 in the autumn, it was done 
because even at 43d. an egg was considered a relatively cheap food by most 
housewives. The nutritional value of an egg in the diet of healthy persons 
is often overestimated, possibly largely because of its indisputable consider- 
able culinary value. Since bacon had become very dear eggs were frequently 
bought as a substitute. In our autumn dietary 1} 1b of boiling bacon have 
been replaced by additions to the quantities in the spring dietary of eggs, fat, 
and milk. The allowance of boiling bacon in our spring dietary had been 
exceptionally high because the then relatively low prices of all cuts of bacon 
had been intended to and, indeed, did stimulate the consumption of bacon. 

The reduction in the quantity of fresh vegetables in the autumn dietary 
is only apparent, as is also the rise in their average price. In the autumn of 
1955 Carrots, turnips, swedes, onions, green, etc., were generally of a quality 
noticeably better than in the early months of the year, and the proportion 
of inevitable wastage was much lower ; consequently, although for these 
better quality vegetables the price per Ib. was higher, their actual cost to the 
housewife had declined. Potatoes, too, gave less wastage in October/Novem- 
ber than old potatoes had done early in the year ; but owing to the small 
autumn crop their price had risen since then by about 30 per cent. Since 
wastage of potatoes often results from the way in which they are prepared 
and served—and in that case may be largely independent of the actual 
quality of the potatoes—we left the quantity of potatoes in our dietary un- 
changed ; for this dietary is intended to show what might be bought by an 
ordinary housewife and not what can be considered sufficient for the excep- 
tionally careful caterer. 

The answer to the question, what is the minimum outlay that can be 
assumed to purchase adequate nutrition for a family of specified composition, 
cannot be found by means of an ideal dietary providing for the essential 
nutritional requirements at a minimum cost. ‘The problem posed can be 
approached realistically only with reference to the—fluctuating—prices of 
inexpensive foods to which the families are likely to be accustomed and 
among which a housewife may be expected to choose intelligently so as to 
profit by variations in prices, without, however, having to resort to experi- 
mental purchases or experimental meals. The dietary in Table I lists the 
ingredients for simple but perfectly ordinary meals, and the prices—by no 
means always the lowest ascertained by us—were selected so that in all the 
places covered by our survey the total diet could be purchased with reasonable 
but not exceptional care at an outlay of 68s 8}d. Although it was often possi- 
ble to buy the one or the other food at a price lower than stated in Table I, 
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it appeared unlikely that a majority of poor housewives would actually have 
managed to procure the whole diet or—in practice more likely—its equivalent 
at substantially less than the total cost computed by us. 

That the dietary in Table I does not represent adequate nutrition at the 
lowest possible cost is brought out unmistakably in the figures of Tables II 
and III, which should be considered in conjunction. Table II shows the 
relative amounts of calories, protein, calcium, and iron, that could be obtained 
for an outlay of 6d. on each of the several foods listed and priced in Table I. 
The bases of these indices are the corresponding nutritional values repre- 
sented by 6d. worth of bread, each of which values has been equated to 100. 
Since we intended to use bread as our measuring rod we placed this—the 


TaBLeE II 
Nutrients Obtained for a Fixed Outlay 


Obtained for 6d. Outlay 


ie; Calories Protein Calcium | Iron 
rea ane ae £03 see 1590 54 gm. 672 mgm. 11 mgm. 
do., as % of Weekly ‘ Human - i OE 
Needs ’ Diet for 5 Persons See 2.09% 2A, 1.8% 2.4% 
Index of Nutrients Obtained for a Fixed Outlay ‘ 
Calories Pretein Calcium Iron 
(A) Bread (Base of Indices) Ie 100 100 100 100 
(B) Animal Protein Foods : 
Meat) =. ae ad aie 12 23 1 23 
[CEE Nery SE Sin 22 Z 11 1 7 
Herrings, etc. ... eet eS 15 45 21 21 
Eggs... wee SoC ise 7 15 5 15 
Cheese ... de sas aa 24 42 110 6 
Milk, ordinary oe oa 18 29 87 5 
do., condensed skimme: aa 37 40 £12 6 
(C) Fats : my 
Margarine aa 305 Soe 82 —_ 1 5 
Lard “«.. sas Pic ae 85 — == pas 
Suet and Dripping... bed 95 — a - 
(D) Dried Legumes : 
Lentils ... fy, wae iis 58 143 18 222 
Peas ©... a fee Jes 49 119 23 106 
(£) Other Main Foods : 
Flour... ast fae Say 105 104 
Rolled Oats or Oatmeal Fee 67 61 3 103 
Barley ... ses ads wee 65 44 5 LS 
Rice coe Ses ae a? 65 17 1 9 
Semolina ace Rat wae 72 67 9 33 
Macaroni Sn wee x2 48 44 8 29 
Sugar .:. Age ue ae 81 — — 
Potatoes sake a0 “ae 32 2 29 
Fresh Vegetables era ast 5 a BM re 
All Foods in Diet! excluding 
School Milk, Tea, and Con-}. 
ments te re 2B, 38 36 41 33 


_—_— | 
I = 


1 Including jam, syrup, dried fruit, cocoa. 
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TaBLeE III 
‘Human Needs’ Diet for 5 Persons excluding School Milk, Tea, and Condiments 


(A) Bread ae aoe a 10.6 


(B) Animal Protein Foods : 
Meat . bea 1 
Bacon 5 
Herrings, etc. 

Eggs 

Cheese ws 

Milk, ordinary ‘ 
do., condensed skimmed 


_ 
Be OVO 
NIWNDAWUNO 


SONPNEON 
NAONnNNnUNe 


oO 
= 
oO 
list ee 


Suet and Dripping - i 


(D) Dried Legumes : 
Lentils eS — ape i Nd 
Peasie- es ae 7 2.0 


as 
op 


(£) Other Foods : 
Flour 
Rolled Oats or Oatmeal 
Barley 
Rice! 
Semolina 
Macaroni 
Sugar... 
Potatoes me 
Fresh Vegetables 
Various? 


WI WWOSSSOWN 
HARP AN AR ND 
NEAASOP ON 
SCF OANNMWONAS 
| Sooo 
UNWNHAND 
—_~ 
So 
t eeseal,. 
lenient 
PY SS99ON 
WNHNoRKF oO 


fears 
mow 
wu 


All Foods in Diet excluding 
School Milk, Tea and 
Condiments = a 


School Milk... 
Tea and Condiments . 


1 Small grain rice and ground rice in proportion of 1:1. 

2 Jam, Syrup, dried fruit, cocoa. 
main carbohydrate food in most low-cost dietaries—in a category of its own. 

Bread and flour—both calcium reinforced—stand out in Table II as 
the cheapest and best balanced foodstuffs of the dietary.!_ Cheese and milk, 
however, provided more calcium for a given outlay, and dried peas and lentils 
more protein. Of the animal protein foods, herrings—fresh and cured, 
cheese, and skimmed milk, were in terms of protein only about half as 
expensive as meat and only a third as expensive as eggs. 

Table III compares the figures of relative outlay based on the data in 
Table I with the corresponding relative amounts of nutrients derived from 
the quantities purchased. Obviously, if a family consumed mainly the 
cheapest cuts of boiling meat instead of the more expensive cuts, allowed 


1 Providing for an outlay of 6d. about 2% of each of the nutrients shown in the Table. 
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for in our dietary, the nutritional values for meat in Tables I and III could 
be substantially higher, and such replacement would result in a reduced 
figure of the total cost of the amounts of nutrients to be provided by the 
dietary. But a reduction in cost without a significant alteration in the nutri- 
tional content of the diet could also be attained if the total quantity of meat 
in the diet were reduced and the quantities of the cheaper animal protein 
foods—herrings, cheese, and skimmed condensed milk—increased in com- 
pensation. Only cheese and/or milk can be considered nutritionally indis- 
pensable items in the group of animal protein foods. 

The main source of vitamin A in the diet would be margarine and the 
main source of its pro-vitamine carotene the fresh vegetables, especially 
carrots, of which we have assumed a weekly consumption of about 33 lb. 
This narrow range of foods would account for four-fifths—and possibly more 
—of the total effective intake of vitamin A, or vitamin A equivalent, from 
the diet. In addition to these foods, only cheese and milk are of some impor- 
tance as suppliers of this vitamin (Table IV). 


TaBLeE IV 
Vitamin A Content of ‘ Human Needs’ Diet 

% 
Fresh Vegetables! ... ss wal me ee oefs 63? 
Margarine... ets i Seis os Aas aa 17 
Cheese ane age 5 we Res =e ea 8 
Fresh Milk, bought 8 
Eggs HEE %e ies sale ise pats sie v4 
Other Foods “oe foe sO xo sae Ane 2 
Total Diet excluding School Milk ... Soe Eis eee 100 
School Milk se — oa one = 24 

1 Carrots, other root vegetables (excluding potatoes), and greens, in 


proportion of about 1:1:1. 2 Carotene + 3 


The B group of vitamins is widely distributed and any mixed diet is 
likely to yield a generous intake, provided that sugar—in its basic form or in 
food preparations—is not consumed on a very large scale in preference to 
the farinacious foods and potatoes. ; 

The range of foods that are essential for the supply of vitamin C is even 
narrower than that essential for the supply of vitamin A. Vitamin C is very 
unstable and the content of vitamin C of specific foods can vary enormously, 
in consequence of what may seem slight variations in type, in freshness, or 
in preparation and serving. The heating up of food or even the mashing of 
potatoes can destroy a very large proportion of it. However, assuming a 
not over-conservative preparation of vegetables and potatoes, and allowing 
for a fair margin of error, the dietary would be nutritionally satisfactory also 
in this respect. Something like nine-tenths of the total available content of 
vitamin C in the diet would be derived from potatoes, greens, and swedes, 
while the remaining g or 10 per cent would be obtained from fresh milk. 


Additional vitamin C could be obtained if the dried peas were allowed to 
sprout before cooking. 
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Figures of nutritional intake with reference to a dietary such as set out 
in Table I can only be broad approximations. Only an analysis of foods 
actually dished up and eaten by each individual can yield precise data. 
Nevertheless, so long as the country was faced with food shortages and food 
rationing, it was considered useful to work out exact figures of nutrients 
provided by the * human needs ’ diet because such figures—though in them- 
selves only hypothetical—provided us with a means of assessing changes in 
the avai!=bility of essential nutrients as determined by changes in the avail- 
ability of specific foods. But these were abnormal times. Under more normal 
conditions, a “ human needs’ dietary must be compiled so as to guarantee a 
stable nutritional intake, though there will be changes in its composition in 
response to changes in the price structure of the foods that compose it, such 
as can be assumed to be made by an economical housewife. However, a 
* stable’ nutritional intake can be defined in relation to the several nutrients 
only within ranges and not by means of precise single data. Except in those 
instances of artificial addition of nutrients to certain foods—vitamins A and 
D to margarine, calcium to bread and flour—nutrients supplied by specific 
foods are not and never can be standardized, and the nutritional intake from 
any diet, whether a ‘ human needs’ or a luxury one, can only be ‘ stabilized ’ 
within fairly wide—and elastic—limits. It is, indeed, virtually impossible, 
and quite unnecessary, for a person leading a normal life to obtain a perfectly 
balanced diet every day, though it is of course necessary that a sufficiency of 
essential nutrients be obtained over a reasonable period of time. 

This sufficiency, with margins to spare, would be secured by the dietary 
outlined in Table I. The requirements of the family to which the dietary 
refers, of the most important nutrients, are given in Table V. With respect 


TABLE V 
Nutritional Standards Applied to ‘ Human Needs’ Diet 


MAE! Values Requirements per 
of Family MAE per day 

Calories as a ane awe eis ane 3.73 3,000 
Protein sf ABS oe oer mee 4.43 70 gm. 
Calcium... es sae se ant oe R13 0.8 gm. 
Iron ae ate Boo mae aoe ane 5.40 10 mgm. 
Vitamin A we eae SEs vey Boe 5.00 3000 1.U. 
Vitamin B, a ae a8 en npn 4.68 0.90 mgm. 
Vitamin C ... sie ais see on Ae 5.00 30 mgm. 


1Male Adult Equivalent. 


to the intake of calcium, the requirements can be assumed to be covered ; 
in the case of the other nutrients, they would be surpassec 
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